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FOREWORD BY P E P 


PEP commends this study to all who share its conviction 
that great economic and military power carries with it corre- 
sponding responsibilities. The story of the relations between 
the Great Powers and the smaller nations of South-Eastern 
Europe does little credit to the former. A reorientation of our 
ideas and attitudes is overdue. 

To that new approach the present study will, it is believed, 
be a useful contribution. It is the work of a group of experts 
from the various countries concerned who, under the ex- 
perienced guidance of Professor Mitrany, have found a basis 
for collaboration in examining together the common economic 
problems of their countries in an objective spirit. That such 
collaboration should be possible is a new and hopeful augury 
for the future. It is for these reasons that PEP decided to offer 
such facilities to the Group as it could, and to assume the re- 
sponsibility of publishing the results of its labours. 

Some of the material will not be entirely new to informed 
British readers. Others have done valuable constructive work 
on the subject, but seldom if ever before has there been such 
a painstaking factual examination of the economic problems 
of the region as a whole. And in the view of P E P the Econo- 
mic Research Group has not only hammered out a way Oi 
approach but has evolved a working model for regional econo- 
mic advance which is capable of application to several of the 
world’s great backward areas. 

The frontier problem of the future, it has been said, is no 
so much where national frontiers shall be drawn as what they 
shall signify. To that difficult but vitally important question this 
study of a typical case suggests at any rate part of the answer, 
showing how much these countries could benefit, without any 
political tie-ups, from practical economic and social coopera- 
tion. 
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INTRODUCTION 


The Economic Research Group, whose studies form the sub- 
ject matter of this volume, was set up in the autumn of 1941. 
The Group was small and its work informal; all the countries 
of the Danubian region were represented in its membership, 
but the Group was at all times nothing but a private Group; 
and though some of its members were officials of their respec- 
tive governments, all took part in the work of the Group simply 
as private individuals. P E P’s rule of anonymity coincides in 
this case with the wishes of the Economic Research Group, as 
so many of those who took part in its work hold official posi- 
tions. But the Group want to use this opportunity to acknow- 
ledge the help which it received from the outset from its re- 
search secretary, Mr. Oscar Gross. It was in the nature of 
things, as will be seen from the way in which the Group pre- 
pared its papers, that the bulk of the work should fall upon the 
research secretary. His ability and diligence have been quite 
invaluable: whatever merit this study has must be credited in 
no small measure to the work of Mr. Gross. 

The Group would have liked also to acknowledge their debt 
to the individuals and bodies who in one way or another have 
helped to make this work possible. They can only express the 
hope that this effort to present a practical and unbiased picture 
of the problems of a much abused region will justify the en- 
couragement which their work has received on all sides. 

The work embodied in this study was set going by a few 
people who as a body had no set policy beyond the conviction 
that a better life and goodwill in the Danubian area could be 
greatly furthered by regional co-operation in practical matters; 
and who had no ambition beyond the wish to see these matters 
examined sine ira et studio. Political issues and considerations 
were set aside. Geographical limits to their exploration were 
imposed solely by the need to have some tangible bounds for 
an enquiry which was meant to stay firmly on the ground of 
practical needs and possibilities; and the selection of limited 
subjects and the whole treatment should make it amply clear 
that at no time did the group entertain any ideas of political 
or economic regional segregation, or of regional self-sufficiency, 
but only of regional self-help. The limiting factor, in other 
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words, was inherent not in frontiers but in the method; the 
factual argument would be equally valid, or not, in relation to 
any other grouping. That PEP should have chosen to issue 
these studies to a wider public is proof that in this respect, at 
any rate, the Group has been successful. P E P is not specially 
interested in the Danubian region as such. But it is greatly 
interested in practical ways of social improvement, national 
and international; and it believes that, with local adaptations, 
the studies of the Economic Research Group may serve as a 
useful working model for that regional co-operation which is so 
often advocated and so rarely studied. 

The second proof of a successful effort at political detach- 
ment is to be found in the very fact that the Group completed 
the work it had set out to do. There is a view abroad that along 
the Danube people can quarrel with one another but cannot 
work with one another. In this Group experts who habitually 
have to think and act from a strictly national point of view, and 
none of whom had come to it with any bias for this particular 
approach, quickly found a new and hopeful interest in looking 
at their common problems from the angle of possible regional 
co-operation; and they were able to do so because the problems 
were considered from the point of view of practical means for 
definite social ends, rather than from the more habitual one of 
diplomatic means for uncertain political ends. 

The Group’s usual method of work was first to discuss each 
subject in a preliminary way and then have a draft paper pre- 
pared by its research secretary. These drafts were then dis- 
cussed by the Group in detail and revised as often as necessary 
until they grew into an agreed paper, which was circulated 
privately to a limited number of individuals and authorities 
interested in such problems of reconstruction. In the light of 
comments received from these correspondents or of new 
material which may have become available in the meantime, 
the papers were then given a final revision. This will explain 
why the studies as here printed differ, in some cases materially, 
from the papers which had been circulated privately. 

Those who may have done any work on the subject of this 
volume will know from their own experience how inadequate 
is the available material. There is a general scarcity of statis- 
tical data, with gaps at important points, such as incomplete 
statistics on national income. Moreover, the different coun- 
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tries use different classifications, and this is one obvious field in 
which regional collaboration could do a great deal not only 
for the student but also for those engaged in practical work. It 
need hardly be said that the circumstances of the war have 
only made these shortcomings worse. All that the Group would 
claim in that respect is that they have done their best to get at 
the facts and figures relevant to their study and that they have 
not consciously neglected any material that was available to 
them. At the same time they have always chosen to keep to 
facts and views that were solid, though it meant forgoing the 
embellishments which also might have been added by using 
the more speculative figures and fanciful ideas that are not 
unknown in the realm with which they were concerned. It 
should be obvious that the only statistical material available 
was based in every case on territorial divisions as they existed 
before the war. 

The Group was faced from the outset with the question 
whether they should take account of changes which have taken 
place during the War^ But apart from the fact that information 
is incomplete and not always reliable, there was also the diffi- 
culty that in a number of cases the new statistics were based 
upon new political or administrative divisions, which therefore 
were not comparable with the material relating to pre-war 
conditions. At the same time the Group felt that those war- 
time changes, however great, will not in the long run alter 
the region’s basic problems or conditions. 

Political aspects were left aside by the Group not because 
they thought them irrelevant but because they knew them to 
be so insidious that little headway could be made along that 
road. There are two main reasons for that, one local and the 
other general. After the fall of the Empires many political 
issues remained unadjusted in the process of national consoli- 
dation; and though relatively small or even trivial, such issues 
are not easily removed by a frontal attack in a region in which 
national sensitiveness is still very acute. In .the second place, 
the geographical margins of the Danubian region are not 
sharply defined, like those of South America or even of the 
Middle East, and its political problems therefore overlap with 
those of neighbouring regions — of Central and Eastern Europe, 
of the Mediterranean and of the Middle East. In such con- 
ditions there can be no purely local solution to general political 
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problems, like that of security, and so on. But even local prob- 
lems have been complicated or distorted by that open frontier, 
because they often got tangled up in the struggle for power 
between the Empires. The Danubian region has not had the 
good fortune to be protected by a Monroe Doctrine of its own. 
Its political growing pains have been sharpened, and its peoples 
stirred against each other, by those outside influences, so that 
even now friendship between any two of them is apt to rouse 
Suspicion among the others. In such an atmosphere there is 
clearly little prospect of progress along political lines. But the 
growth of a habit of working together for practical common 
ends would mitigate in time the political uneasiness. That 
there is vast scope for such common practical action soon be- 
comes clear when one looks at the social needs, and economic 
possibilities, of the region. 

The present volume turns its attention precisely to that field 
of possible and desirable practical action. The whole study 
was guided by the wish to find out the most promising lines of 
economic development and the part which regional co-opera- 
tion might play in this. But whatever restraint the Group as 
such may have imposed on itself, this Introduction cannot 
overlook the fact that there are at any rate two political 
aspects, closely related to each other, which are involved in 
that aspiration. The study makes it amply clear that the 
practical improvements it outlines have little chance of being 
fulfilled unless the resources available are used wisely. The 
means of the region are, as it is, meagre enough in relation to its 
needs. Economic and social improvement is not to be hoped for 
if in the absence of a system of international security so much 
of those meagre resources has to be used again for military 
purposes. The study also makes it clear that if any substantial 
development is to be achieved within the lifetime of this 
generation the region would need additional capital resources 
from outside. - It must be evident again that such help could 
not contribute to social improvement if it were, as so often in 
the past, given for expenditure on armaments or even in the 
form of armaments. As long as the deficiencies to be made 
good are so many, and the resources to do it with so limited, it is 
literally a matter of choice between armaments and implements. 

While we are on the subject of foreign help we should add 
that even when given for economic purposes in the past it was 
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often given, as was the way of the time, for projects calculated 
to yield the biggest and quickest return to investors, rather 
than for the real economic needs of the receiving country, and 
so for the greater benefit of investors in the long run. If the 
ideas worked out in this study are, therefore, to have a chance, 
foreign help in future must be used in ways which will gradually 
increase the region’s ability to produce the things which it can 
do weU and to consume the things which it needs greatly. Only 
in that way will outside assistance do some good to economic 
life in the Danubian region and in that measure to the world’s 
economy as a whole. How to do that sensibly is what this study 
has attempted to show in broad and general lines. 

As a start, therefore, a new view is needed of the task which 
confronts us in undeveloped areas, a view which at least for^a 
certain period would subordinate all other considerations to a 
policy bent upon improving the social life of the peoples 
of the region themselves. It is perhaps less difficult for us to 
take such a view now that we have begun to realize that 
‘full employment’ in Britain and in America will depend in no 
small degree upon rising standards of living elsewhere. But 
there are good reasons why such a view imposes itself with 
special urgency in regard to South-Eastern Europe. In the first 
place, the social reclamation of that much neglected region is 
admittedly an essential factor in European progress. Apart 
from that, whereas the Middle East, the Far East, Latin 
Americaj etc., still have room for an expanding population, 
South-Eastern Europe is facing in fact an opposite situation. 
Not only is there no further land available for expansion, but 
at the same time the immigration policy of overseas countries 
has practically closed the outlets for the region’s surplus popu- 
lation. The figures given in the Appendix (page 128) show 
how the yearly emigration from the area with which we are 
concerned was moving towards the half-million mark imme- 
diately before the first World War, and how it had fallen to less 
than a tenth of that mark in the years before this War. That 
means that henceforward the region must develop intensively 
so as to find an outlet on the spot for the overflow of its rural 
population. 

What has been said above will also explain why no reference 
is made in these chapters to the question of land distribution. 
A land reform is still due in Hungary; but in the other coun- 
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tries the land reform policies after the last War did expro* 
priate the large estates and over the greater part of the area 
have already put most of the land in the hands of the peasants. 
The other sides of agrarian organization, however, have hardly 
been touched so far. Therefore, generally speaking, the real 
pfoblem is not so much one of land distribution as of land 
utilization. Here again the two chapters on Nutrition and on 
Agriculture examine the more suitable line of advance, in the 
light of practical ends; always keeping in mind, as is done also 
in the chapter on Industrial Development, what no student of 
the region should forget, namely that no line of development 
can be sound which neglects the pivotal problem of population. 

The Group have felt it to be outside the scope of their work 
to attempt to lay down the machinery by means of which the 
various ends might be achieved. But given the nature of the 
whole approach perhaps one may be permitted in this Intro- 
duction to advance the personal view that that machinery is best 
which is best adapted in each case to the particular task. Such 
regional experiments as research stations, etc., probably would 
work best as official agencies, set up and controlled jointly by 
the respective governments; and one can conceive of similar 
offices for the organization of trade in special products. Those 
activities which would require capital development and 
economic operation could, on the other hand, be furthered 
best through autonomous semi-public corporations of the kind 
which in similar cases are finding increasing favour in the 
West. Power development, for instance, as well as some joint 
organization for shipping on the Danube, are obvious cases in 
point; and this could be brought about without regard to the 
fact that in some countries these services may be publicly owned, 
and in others are in private ownership. Such corporations 
would have the advantage of being able to use foreign capital 
without fear of finding it tied to political strings, and they 
could give local service without getting entangled in local 
politics. Autonomous operation could also cut through one 
of the worst handicaps of public service in the region by being 
in a position to choose executive and technical personnel on 
the merit of their qualifications; as they would of necessity per- 
form their task in answer to real needs and not to the pressure 
of sectional interests. It should also be obvious that such func- 
tional organisations need not conform to any rigid regional 
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model, but could be adapted to the natural dimensions of the 
task with which they would be charged. But in general, ques- 
tions of machinery are not difficult to solve when the will and 
the means for action are there. It should perhaps be explained 
that for the same reason the study does not discuss the impor- 
tant question of co-operative organisations, though their value 
especially in the rural regions could hardly be over-estimated. 
Discussion of foreign trade was left out for a different reason, 
namely because it is tied to wider international questions and 
to the economic policies of the leading industrial countries. 

Another omission was not deliberate but was rather imposed 
by circumstances which the Group regret: that is the whole 
matter of social services. The problem was discussed by the 
Group on the basis of an interesting preliminary paper, but 
they had to come to the conclusion that the material available 
here was not sufficient for a proper study of the subject, and 
also that the diversity of conditions in various parts of the 
region was too great to make a uniform treatment suitable. 
(Certain information on health conditions, etc., will be found 
in the Appendix, page 127). Conditions vary very greatly 
between the western and eastern parts, and also between town 
and country, especially in the less developed areas. Both points 
are strikingly illustrated by the fact, to give one instance, that 
Roumania has 4.6 doctors per ten thousand inhabitants, but 
only I . I in the rural districts (this figure, it is interesting to note, 
being the same as in India). The reader will no doubt notice 
that in considering the several problems emphasis was laid on 
the less developed parts of the region, so as to bring out the 
more characteristic aspects of its problems and the more typical 
differences from conditions in the West. The more character- 
istic problems are those which concern the peasants; so must be 
the chief solutions, not only those which might ease the rural 
problem by industrialization, but above all those which would 
give the peasant a chance to raise his conditions of work and 
life in his own habitat. 

If the question were asked whether the East European 
peasant could be raised to the economic level of the Danish 
peasant, the writer would feel that there is no reason why in 
good time he should not improve himself in that degree. But 
certain conditions, depending on public action, are indispens- 
able, and urgent if the standard of rural life in eastern Europe is 
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to be raised. As this study shows, one condition is improved 
transport, so as to open up the village; then a generally improved 
administration; and as a third and crucial condition, much 
improved education. If the peasant is to be able to make good 
use of modern methods of farming, of co-operative arrange- 
ments, and so on, education must clearly be more than a matter 
of literacy. It is not too much to say that hitherto such educa- 
tion as has been provided has on the whole rather weakened the 
village. It has done little to adapt the peasants to life and 
farming in scattered rural communities, and it has tempted the 
abler of the young villagers away to the towns and to the pro- 
fessions. This has had the additional result that most of the 
countries of the region were burdened with a restless intellec- 
tual proletariat. It is interesting to find, for instance, that in 
1925 the United Kingdom had 10.7 university students per 
ten thousand people and Roumania 6.8, but that by 1932 the 
proportion had changed to 12.1 and 19.7 in the two countries. 
Moreover, the bulk of those students flooded the faculties of 
law and arts, with a corresponding number of graduates after- 
wards clamouring for official jobs. Only a very small propor- 
tion went in for scientific and technical studies; hence among 
other things the region will need from the West in the years 
after the War the loan of technical personnel, both for executive 
work and for the training of local elements. 

The fact that the problem of social services has received only 
passing reference in the last chapter will not therefore be taken 
as a sign that the Group did not give them great importance; 
they were left out because the Group found that they could not 
give them the careful examination which they deserve. They 
would put education and other social services very high indeed 
in their estimate of the region’s needs; and their whole treat- 
ment of the subject shows that they approached their work not 
so much from the point of view of ‘national economy’ but 
rather, if one may make the contrast, from that of ‘social well- 
being’. 

Hence the views here presented, apart from the practical 
value of the details, are important as reflecting a general atti- 
tude. This is of moment both to the peoples of the region and 
to those outside who might come to be concerned with policy 
for reconstruction. It is because the well-being of the peoples 
of the region was throughout implicit in their approach that 
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the members of the Group were able to work so well together. 
Passionate argument there was, but it was argument about 
problems, and about ways and means, not about power and 
its division. They were inspired throughout and at every point 
by a broad social point of view rather than by one narrowly 
economic; and that is the point of view which must also inspire 
any future international action. This is indeed a case in which 
a measure of idealism is the best practical policy. For it 
would also offer a more fruitful and secure prospect for the 
outlays of the West, because they would be not a speculative 
investment but a lasting endowment of the region’s life and 
work. 


September, 1944. 


David Mitrany. 



Chapter I 
NUTRITION 

The standard of nutrition prevailing in a country is, as a rule, 
a reliable guide to that country’s economic development. When 
its economy is relatively undeveloped, the part of the national 
effort spent on food production is proportionately larger. In 
Yugoslavia, Roumania and Bulgaria, for instance, some 70 per 
cent of the total working population had to be employed in 
producing the food which the nation needed. Or to put this 
point in terms of family effort, in the Balkans the average 
household had to devote about two-thirds of its income (in real 
telTns) to the satisfaction of its needs in food. Therefore, an 
examination of the nutrition problem in the area dealt with in 
this Report, besides being important in itself, provides a con- 
venient and central starting point for a survey of the whole 
problem of economic and social development in the area. 

Income and Nutrition 

Before considering the level of nutrition in the several 
countries, it may be helpful to have some idea of their general 
standard of living. One convenient criterion is the national 
income per head of population. The figures available for 
the countries in question are neither accurate nor strictly 
comparable, but they may suffice for a rough illustration: 

National Income 


Country 

Year of 
Estimate 

Approx. Nat. 
Income per Head 
IN U.S. 1 

Poland . . ' . 


90-100 

Czechoslovakia 


150-160 

Austria 


150-160 

Hungary 


90-100 

Roumania 

'937 

60- 70 

Yugoslavia . 

1937 

55- 65 

Bulgaria 

1935 

55- 65 

Greece .... 

1937 

60- 70 


Somes: League of Nations, World Economic Survey 1937/8, and private estimates, 
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l8 ECONOMIC DEVELOPMENT IN S.E. EUROPE 

Without entering at this stage into the intricacies of inter- 
national comparisons of real income and expenditure on food, 
it may be said that, roughly speaking, real income per head in 
the countries of the area ranged from one-fifth to two-fifths 
of that in Great Britain. Expenditure on food, in terms of food 
purchasing power, may be taken to have ranged from one- 
third of Western figures in the Balkan countries to one-half 
in Austria and Czechoslovakia. 

These figures, although given merely by way of illustration, 
and without any claim to accuracy, explain why the Mixed 
Nutrition Committee of the League of Nations could describe 
East and South-East Europe as an area where “malnutrition 
prevails extensively and there is often a lack of staple foods as 
well.” 

That the level of nutrition was inadequate is also borne 
out by the high incidence of deficiency diseases, especially in 
the poorer districts. Pellagra and anaemia were widespread 
in Roumania; rickets were prevalent in Bulgaria; scurvy, 
rickets, night blindness, and anaemia were common in Yugo- 
slavia after the end of winter. The high infant and child 
mortality can also be traced back largely to inadequate nutri- 
tion. Some figures are given below. 


Child Mortality 



Infant 





Mortal- 

Death Rate for Children* 


iTY Rate^ 





Year: 

Age 



>937 

I to 4 

5 to 9 

Year 

Poland . 

1,360 

N.A. 


1933/4 

Czechoslovakia 

1,220 

92 


1930/2 

Austria 

920 

60 


1933/5 

Hungary 

L 340 

98 

23 

1937 

Roumania 

1,780 

N.A. 

N.A. 


Yugoslavia . 

1,410 

N.A. 

N.A. 


Bulgaria 

1,500 

299 

39 

1933/6 

Greece . 

1,130 

322 

62 

1927/9 

Denmark 

660 

32 

12 


Sweden 

450 

35 

*5 

igym 


^ Deaths under one year per 10,000 living births. 

* Deaths per 10,000 of population in the respective age groups* 
Source: League of Nations, Statistical Year Book. 
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More direct evidence of deficient nutrition is supplied by an 
examination of family diets. The International Labour Office 
published figures for Poland, Czechoslovakia, Austria, Hungary 
and Bulgaria based on sample investigations. These investiga- 
tions were carried out among urban working-class families, 
in some cases only among small groups. The figures are given 
below, together with comparative figures for Denmark and 
Sweden. 

Consumption of Industrial Workers 
(per consumption unit (adult male) per year) 



Austria 

(• 934 ) 

Czechoslovakia 

(• 93 I- 2 ) 


L 

0 a> 

% N 

P O) 

< 

S 

< 

c 

£ 

00 

« 

W 

o> 

z w 

S Oi 

Q 

Sweden 

(•939) 

Bread and Cereals . 

(kilos) 

I41.4 

157-9 

218.9 

170-5 

281.5 

1 12.4 

" 4-5 

Meat and Fish 

(kilos) 

52-7 

40.1 

5 I-I 

28.4 

37-5 

60.4 

67.4 

Fats and Oils . 

(kilos) 

20.7 

16.0 

3-3 

15.6 

9-5 

20.5 

13.1 

Milk . . • . 

(litres) 

158.6 

154-5 

83.3 

113.1 

30-7 

105.6 

258.3 

Butter . 

(kilos) 

3-9 

3-8 

3-4 

0.8 

0-5 

9-6 

1 

1 1.9 

Eggs . 

(number) 

191. 

169 

57 

80 

70 

227 1 

238 

Potatoes 

(kilos) 

56.2 

100.5 

202.1 

72.1 

19.1 

92.6 

114.9 

Vegetables and Fruit 
(kilos) 

100. 1 

70-9 

64.2 

88.6 

1 13.2 

8-2 

52.9 

Sugar . 

(kilos) 

25-7 

29.8 

21. 1 

22.0 

"-5 

35-0 

43-2 


Source: International Labour Office, Year Book of Labour Statistics, 1942. 


It should be added that all the figures quoted are for diets of 
industrial workers. Contrary to a widespread belief, the 
nutritional standard of peasant small holders and, in particular, 
of agricultural workers, is usually on a lower level. In Hungary 
— ^where the number of agricultural workers was largest — milk 
and eggs were completely lacking from the diet of 15 per cent 
of all agricultural families. 
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The following figures for a Roumanian peasant's diet are 
taken from “Food and Planning," by Dr. J. R. Marrack. 


Grammes per Consumption Unit per Day 


Cereals . 

Meat and Fish 
Lard and Oil . 
Milk . 
Butter . 
Cheese . 

Eggs 


Summer 

Winter 

1,091 

781 

69 

94 

19-4 

15-4 

231 

26 

8.9 

1-3 

20.4 

15 

I 

0.2 


The salient feature of the nutrition standards reflected in the 
figures given above is the inadequacy of animal proteins, due 
to the higher cost of this food group. The following figures pn 
the distribution of expenditure on food at varying levels of 
income will illustrate the point: 

Expenditure on Food 



Bread 

AND 

Cereals 

Meat 

AND 

Fish 

Milk 

AND 

Milk 

Products 

Vege- 

tables 

AND 

Fruit 

(incl. 

Potatoes) 

Other 

Foods 

Low Income: 

% 

% 

% 

% 

% 

Bulgaria . 

36.4 

17.4 

1 1 .4 

13.6 

21 .2 

Medium Income; 






Austria . 

19.0 

22.6 

17.7 

1 1 .2 

29-5 

High Income; 



Sweden . 

14.4 

21.3 

27-5 

9-9 

26.9 


Source: International Labour Office, Year Book of Labour Statistics, 1942. 


The low consumption of animal products accounts also for a 
deficiency in calcium and in those vitamins obtained from, or 
with the help of, such products. Even in Czechoslovakia, 
where nutrition standards were among the highest in the area, 
the average diet supplied only 53 per cent of the estimated 
requirements in vitamin A, ^ In the Balkan countries the intake 
of vitamin B and C was also inadequate, as evidenced by 
certain deficiency diseases. In summer sunlight made up for 
the deficiency in vitamin D. 

^ Czechoslovak Medical Association, Bulletin No. 4. See also Appendix, page 134. 
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There were, in addition, seasonal fluctuations in diet due to 
lack of facilities for the storage of perishable foodstuffs. This 
aspect of the problem will be considered further in the chapter 
on' marketing. It may be noted here, however, that in rural 
areas of the Balkan countries canned food was hardly con- 
sumed at all. 

The Elements of a Nutrition Policy 

The above figures give some idea of the extent of malnutrition 
in the countries under consideration. But a different basis 
is required for the purpose of a nutrition, policy and of a co- 
ordinated production programme. The relevant figures are 
those on average consumption per head of population, a 
comparison of which with a “desirable’' standard will bring 
out the deficiency in terms of staple foodstuffs. 

A tentative estimate on this basis is worked out in the table 
below. We have taken as a basis of comparison the diet “at 
relatively economic cost” recommended by the U.S. National 
Research Council and used by the Hot Springs Conference 


Estimated Consumption of the Main Foodstuffs per Head 
OF Population (Kilos per Year) 



(Sa 

zQ 

Poland 

CZECHOSL. 

Austria 

Hungary 

Roumania 

Yugoslavia 

Bulgaria 

Greece 

Wheat & Rye T 

104 

178 

125 

148 

250 

no 

122 

195 

•53 

Maize . . j 

2 

10 

2 

2 

130 

105 

2 

15 

Potatoes 

82 

0 

CO 

H 5 

130 

100 

48 

60 

16 

15 

Sugar . 

16 

12 

23 

20 


5 

5 

3 

9 

Meat (all kinds) 

41 

22 

31 

33 

26 

17 

16 

21 

16 

Milk and Cheese 

217 

no 

122 

142 

(90) 

(70) 

(75) 

(85) 

(75) 

(Milk equiva- 
lent, in litres) 









Butter . . ^ 

Animal Fats & > 

23 

3 

5 

5 

2 

I 

2 

I 

I 

Vegetable Oil J 

5 

13 

10 

12 

10 

7 

7 

15 

Eggs (numbers) 

228 

no 

136 

”9 

95 

90 

75 

80 

76 

Vegetables and 










Fruit 

137 

( 68 ) 

(80) 

( 77 ) 

( 68 ) 

(60) 

(60) 

(75) 

(60) 


^ Recommended by the National Research Council, U.S. ■ Negligible 
Figures in brackets arc largely conjectural. 
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(Plan i). The figures in question are given in the first column 
of the table. For the computation of actual consumption before 
the war, in the absence of relevant statistics, we have used 
statistics of production, making aUowance for exports and 
imports, as well as for quantities estimated not to have been 
used for human consumption. 

The figures are self-explanatory, but special attention 
should be drawn to those relating to the consumption of milk, 
which are usually indicative of the general level of nutrition. 
Compared with a recommended consumption of 217 litres per 
year in the standard diet mentioned above, actual consump- 
tion may be estimated as follows: 


Consumption of Milk and Milk Products 
IN Terms of Liquid Milk 



Yearly 
Consumption 
PER Head 

Necessary Increase 

IN Percentages 

IN order 

TO Reach 

Plan I Level 


Litres 

% • 

Poland 

no 

97 

Czechoslovakia . 

122 

78 

Austria 

142 

53 

Hungary 

90 

141 

Roumania , 

70 

210 

Yugoslavia . 

75 

189 

Bulgaria 

85 

176 

Greece 

75 

189 


Clearly, the very scale of the actual deficiency in protective 
foods and its variation from country to country show that the 
diet recommended cannot be adopted as an immediate prac- 
ticable objective throughout the region. It will be necessary 
instead to consider intermediate targets; and these would have to 
be adapted in each country to existing dietary habits, differences 
in climate, local conditions of production and to other con- 
siderations. The elaboration of these figures would require 
further investigation by nutrition experts. It would call also 
for more accurate knowledge about existing livestock than is 
available at the moment. (According to present information, 
animal proteins may, for some considerable time to come, 
be in even shorter supply than before the war.) 
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To work out a specific immediate target for the countries of 
the region would in these circumstances be too speculative. 
But the long-range aims of a nutrition policy are sufficiently 
clear. The goal must be a substantial increase in the consump- 
tion of meat and dairy products, especially of milk; a somewhat 
less sharp but still considerable increase in the consumption of 
fruit and vegetables; and on the other hand, a corresponding 
decrease in the consumption of bread and, in particular, of 
maize and potatoes as staple foods. 

The implication of such changes for agricultural production 
will be examined in greater detail in the next chapter. Mean- 
while the provisional conclusions may be summed up as follows. 
The problem of nutrition in the countries of the region goes 
far. beyond any question of mere shifts in diet or in agricultural 
production from one kind of food to another. Any appreciable 
improvement in the standard of nutrition calls for major 
changes in at least four separate spheres: 

(i) improved agricultural production; 

(ii) improved methods of food distribution; 

(iii) an increase in the national income by development in 

other fields, especially industry; 

(iv) a better distribution of real income through appropriate 

fiscal policies and the provision of social services. 

These conclusions provide the main subjects for our further 
investigation. 

(For further statistical information on the subject, see Appendix). 

Sources (in addition to those quoted in the text) : 

National Statistics. 

German Statistical Year Book 1938, International Appendix. 

League of Nations, Statistical Year Book, 1940. 

League of Nations, Nutrition, 1937. 

United Nations Conference on Food and Apiculture, Final Act and Section 
Reports. H.M.S.O. Gmd. 6451 and 6461, 1943, 



Chapter II 

FOOD AND AGRICULTURE 

What are the implications of the nutrition policy outlined 
in the previous chapter for agricultural production? As has 
been shown before, the main change called for is an increase 
in animal products — milk, eggs, meat and fats. To reach the 
“Plan I” standard of the U.S. National Research Council,^ 
the output of these products would have to be increased by 55 
to 70 per cent for the area as a whole. Even a lower inter- 
mediate standard with local variations might require an in- 
crease of anything between 25 and 40 per cent. 

Clearly, a production problem of this size could not be 
solved by feeding to animals part of the grain previously used 
for human consumption so as to convert it into nutritionally 
more valuable foodstuffs. As in the process of conversion at 
least four-fifths of the calorific content of the vegetable foods is 
lost to human consumption, there would be little scope for 
changes of this kind when even the basic calorific requirements 
can only be met with difficulty. By the same token any 
attempt to turn over land used for growing bread grains to 
feed crops would soon reach a limit where the supply of the 
former would be endangered. 

It is important to keep this relationship between acreages 
necessary for vegetable and animal products clearly in mind 
when considering ways and means for the realization of a sound 
nutrition policy. The suggestion is sometimes heard that if 
the food exporting countries of the area were to cease exporting 
foodstuffs, their nutritional needs could be covered without any 
substantial change in their agricultural production. Now, 
quite apart from the broader aspects, and in particular from 
the effects on the balance of payments, it could be easily shown 
that, converted into animal products, the quantities of vege- 
table foodstuffs normally exported remain far below the estab- 
lished nutritional deficiencies. The yearly net food exports of 
the eight countries before the war (including intra-regional 
exports) may be estimated as representing, on the average, a 

' Plan I is the lower of two standards recommended by the U.S. National 
Research Council; it is described as “relatively economical” for U.S. conditions. 
'See also Appendix, pages 132-133. 
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total acreage of some 3 million hectares^ out of an agricultural 
area then totalling 87 million hectares. As against this, the 
raising of milk production alone to the level of Plan I would 
claim — on the basis of the pre-war population figures — ^3.5 
million hectares as a minimum estimate. 

Hence, the key to the problem, so far as action in the sphere 
of agriculture is concerned, can only be an increase in output. 
.One way to increase output is to increase the area under culti- 
vation through land reclamation and other ameliorations. 
Important as such improvements are, the practical possibilities 
of applying them in the area are not extensive in relation to 
requirements. They are further limited by the high capital 
cost of such projects. Moreover, the gradual expansion of farm 
land so obtained would be largely offset by the natural increase 
in population. 

The main line of action remains, therefore, the raising of 
output per unit of labour and per unit of land used. The scope 
of possible action is indicated by the fact that in South-East 
Europe one peasant grows food sufficient for persons, where- 
as the proportion in Western Europe is one to four; the cereal 
yield per hectare is about 37 per cent of that obtained in Den- 
mark. It is necessary to examine the causes for this state of 
affairs before formulating any concrete recommendations. 

Agricultural Labour and Farm Output 

Because of the prevalence of the family type of peasant 
economy it is impossible to establish the number of persons 
actively engaged (“gainfully employed’’) in agriculture. 
Existing statistics are based on arbitrary methods, and are not 
suitable for comparison. A broad indication may be obtained, 
however, from figures relating to the density of the total 
agricultural population. 

The following figures point to a state of agricultural overpopu- 
lation on a serious scale in Bulgaria, Greece, Poland, Yugo- 
slavia and Roumania; and, on a lesser scale, even in Czecho- 
slovakia ajid Hungary. The extent of overpopulation cannot 
be estimated by a mere comparison of the density figures; 
it is a function, among other things, of the fertility of the soil 
and the type of farming practised. While the various expert 

^ I hectare equivalent to 2.47 acrei. 
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Density of Agricultural Population 



Agricultural 
Population 
PER 100 
Hectares of 
Agricultural 
Area 

Agricultural 
Area per 
Head of 
Agricultural 
Population 

Percentage of 
Population 
Dependent 

ON 

Agriculture 

AS THE Main 
Source of 
Livelihood 

Poland . 

82.1 

(hectares) 

1.2 

60.8 

Czechoslovakia 

66.7 

1-5 

36-6 

Austria . 

42.3 

2.4 

27.4 

Hungary 

62.2 

1.6 

52.0 _ 

Roumania 

73-6 


68.4 

Yugoslavia 

76.2 

1-3 

70.0 

Bulgaria 

100.0 

1 .0 

72.2 

Greece . 

90.9 

I . I 

46.4 

Average for whole 
region 

77-4 

1.4 

55-5 

Germany 

48.0 

2.1 


France . 

45-2 

2.2 


Denmark 

37-3 

2.7 

■■ 


estimates based on different methods disagree about the figure 
for the several countries, by and large they show an agricultural 
overpopulation (as for 1938) of at least 20 per cent for the area 
as a whole. 

The existence of agricultural overpopulation on such a 
scale has important bearings on agricultural production. One 
consequence is that the resulting under-nutrition and other 
effects of the low family income impair the efficiency of labour. 
Another consequence, the excessive splitting-up of holdings, 
has an even more direct effect on production by making 
rational cultivation impossible. But it is not proposed to dwell 
here on the social and agrarian aspects of the matter and on its 
relation to land tenure. Even from the narrower angle of 
increased agricultural production the transfer of a considerable 
part of the population from agriculture to other occupations is 
an essential condition of improvement. 
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Land Utilization and Agricultural Yields 

In 1938, the latest year for which figures are available, the 
utilization of land was as follows; 



(0 

Total 

Agri- 

cultural 

Area 

(000 HA.) 


( 3 ) 

Arable 

Land 

AS % 
(OP (I) 



( 6 ) 

Field 

Crops 

AS % 
OF (4) 

( 7 ) 

Root 

Crops 

AND 

Veoe- 

IN 

Fields 

AS % 
OF (4) 

( 8 ). 

Other 

Crops 

AND 

Fallow 
A8% 
OF ( 4 ) 

Poland . 

25.590 

27-5 

72-5 

18,560 

63.6 

7.2 

18.6 

10.6 

Czechoslovakia 

8,360 

29-9 

70. 1 

5.860 

60.3 

15-9 

19.2 

4.6 

Austria . 

4,360 

54-6 

45-2 

1.970 

50-9 

10.2 

17.2 

12.7 

Hungary 

7.560 

25.8 

74.2 

5.610 

74-9 

8.2 

9-4 

7-5 

Roumania 

18,450 

27.2 

72.8 

13,440 

83-9 

5 -J 

3.0 


Yugoslavia 

14.440 

47-7 

52-3 

7.550 

81.9 

3-7 

5-9 

8.5 

Bulgaria 

4.570 

10.5 

89-5 

4,090 

68.2 

1-7 

2.7 

27.4 

Greece . 

3.630 

39-4 

60.6 

2,200 

77-7 

3-2 

3-2 

15-9 


Compiled from Year Book of Agricultural Statistics, International 
Institute of Agriculture, Rome. 


For the realization of a nutrition policy on the suggested 
lines the planned utilization of the land is of primary impor- 
tance. We cannot here do more than outline the broad require- 
ments, and examine what major changes would be needed in 
the existing land utilization and how such changes could be 
brought about. 

According to an American estimate,* the realization of a 
nutrition standard corresponding to Plan I would demand 
the following distribution in the use of land (in round figures) : 


per cent 

Grains: (a) for human food . . 18 

(6) feed grain ... 46 

64 

Meadow, Pasture and Fodder Crops . 29 

Root Crops 2 

Vegetables and Fruit • • • 5 


100 


^ National Research Council, quoted by Forttmif November 1943 
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Although these figures refer to American conditions, in the 
absence of a more detailed investigation of conditions in our 
area they may suffice <is a bzisis for a broad comparison. The 
figures on land utilization in the region before the war — which 
are given in the Appendix — show approximately the following 
break-up: 

per cent 


Grains ...... 54 

Meadow, Pasture and Fodder Crops . 35 

Root Crops ..... 7 

Vegetables and Fruit ... 4 


At first sight, therefore, the existing utilization was not un- 
favourable for the carrying out of the proposed nutrition 
policy. It must be pointed out, however, that the land classified 
as meadow and pasture — which covers some 29 per cent of the 
total agricultural area — included a large proportion of uncul- 
tivated pasture, in some cases mountainous areas of low ferti- 
lity. Measured by output, one hectare of pasture in Yugo- 
slavia or Greece represented less than one-third of that in, say, 
Austria. Moreover, in certain countries the proportion of 
grassland is much below the over-all figure for the area. 


Ratio of Grass to 

Arable Land 

Austria 

. I : 0.9 

Yugoslavia . 

1:1.2 

Greece . 

. I : 1.9 

Czechoslovtfikia 

. I : 2.5 

Poland . 

. I : 2.9 

Roumania 

. I : 3.1 

Hungary 

• 1:3-5 

Bulgaria 

. I : 5.1 


Hence in the greater part of the area an expansion of live- 
stock and dairy farming would have to be based rather on an 
increased production of field fodder crops (e.g., lucerne and 
clover); so far as the production of pork, pig-fat and eggs is 
concerned, it could be largely based on grains. The great 
advantages of a regional organisation of production and 
distribution, i.e. area specialization and freer intra-regional 
exchange in grains and fodder crops, are specially clear in this 
connection. 

The part of agricultural production which calls for the most 
important long-term change is that concerned with cereals. 
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As has been seen, the area under cereals takes more than 50 
per cent of the total agricultural area, and in the case of Rou- 
mania and Yugoslavia over 80 per cent of the arable land; yet 
it produces grains only sufficient for the existing nutrition stan- 
dards, plus an export which, even if it were retained, would be 
wholly inadequate to bring about any substantial improvement 
in the diet. As there is no room for increasing the area under 
cereals, to secure the quantities required for animal feeding it 
would be necessary to grow a much greater amount of grains 
and other arable feed crops on the same, or if possible even on 
a smaller, area. That leads us to the wider question of cereal 
yields. 

Reference has already been made to the low yield per hec- 
tare obtained in parts of the area. The position may be illus- 
trated by the following figures giving average yields for the 
period 1929-33: 

Yields per Hectare (Quintals) ^ 



Wheat 

Average 

(per 

Hectare) 

Maize 

Average 

(per 

Hectare) 

Agricultural 
Population 
PER 100 
Hectares 

OF Arable 
Land 

Poland . 


9*5 

126 

Czechoslovakia 

17.8 

17.2 

87 

Austria . 

15-2 

20.7 

93 

Hungary 


16.0 

80 

Roumania 


II. 7 

94 

Yugoslavia 


15.8 

133 

Bulgaria 


12.2 

1 14 

Greece . 

mm 

8.3 

122 

Germany 

19. 1 

N.A. 

71.4 

France . 

14.8 

N.A. 

75-3 

Denmark 

25.8 

N.A. 

44.1 


^ One quintal per ha. =0.797 cwt. per acre. 


The true significance of these figures becomes plain only 
when they are taken together with the number of persons 
actually engaged in producing the output. No exact figures 
can be given (for the reasons already stated), but the density 
of the total agricultural population in relation to arable land 
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(given in the third column) offers some basis of comparison. 
Another illustration is provided by the fact that whereas 
yields in the middle sector of the range are about the same as 
average yields in the United States — ^where the large spaces 
favour extensive farming — the average output in cereals per 
person engaged in agriculture was about 15 quintals, as 
compared with 90 quintals in the United States. 

That disproportion in itself would make an increase in. 
yields essential if the standard of living is to be raised. But in 
the present context the need for increased yields per hectare 
arises from the practical consideration that, at the prevailing 
yields, no single country in the area could grow sufficient food 
to reach even an intermediate nutrition standard on the sug- 
gested lines. It has been calculated that on the basis of present 
American yields for cereals and animal products the American 
Plan I standard would require an agricultural area of slightly 
under one hectare per head of total population. ^ Taking the 
region as a whole, the total agricultural area before the war 
was equivalent to o. 76 hectare per head. If allowance is made 
for the poorer quality of grassland in many parts of the region, 
and for the lower output of milk and eggs per animal — ^to be 
discussed in more detail later — it is safe to say that an over-all 
increase of at least 40 per cent in cereal yields would be neces- 
sary to ensure a nutrition programme corresponding roughly 
to Plan I of the National Research Council. Such an increase 
would also allow the maintenance of food exports on the pre- 
war level, with the possibility of changing over from the export 
of cereals to other foodstuffs. 

An average increase of 40 per cent in cereal yields, which 
would, of course, involve an even higher increase in the more 
backward parts of the area, is a task the realization of which 
may well demand several decades. It is therefore evident, as 
has been stressed already in the chapter on nutrition, that for 
all practical purposes it is necessary to work with intermediate 
standards. 

Before considering the means by which the necessary increase 
in yields might be obtained, it will be useful to examine the 
main causes responsible for the existing state of things. Agri- 
cultural overpopulation and its consequences have already 
been mentioned. On the ‘dwarf’ holdings of Roumania and 

^ For twUi November 1943. 
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Yugoslavia, split up in very small lots, a cereal yield equivalent 
to 6 quintals per hectare, and even less, is a common occurence. 
Natural causes such as insufficient or irregular rainfall, and in 
many cases poor soils (whether poor by nature or made so by 
erosion) are another major cause. The effect of climatic 
fluctuations can be seen in the excessive year-by-year variations 
in yields. As the more detailed figures in the Appendix show, 
yearly fluctuations of 20 per cent were quite common, and 
over a ten-year period deviations were recorded of 40 per cent 
aboye and below the average.^ 

Technical Factors 

Here, however, certain technical factors must also be taken 
into account. Experience in Western Europe shows that the 
use of artificial fertilizers, even in small dressings, has a levelling 
effect on crop yields. So far as the area is concerned, except in 
Austria and Czechoslovakia, fertilizers are hardly used at all. 

Use of Artificial Fertilizers, 1930-40 
(Kilos per hectare of arable land) 



Nitrates 

Phosphates 

Potash 

Poland .... 

I . I 

2-3 

1,4 

Austria 

2*5 

6.6 

3-3 

Czechoslovakia 

4.4 

8.9 

5-0 

Hungary 

0. 1 

0.9 

0. 1 

Yugoslavia . 

0. 1 

0.4 

0. 1 

Roumania . 

0.02 

0.06 

0.01 

Bulgaria 

O.OI 

0.00 

0.00 

Greece 

I . I 

2.8 

1 .0 

Germany 

18.0 

21 .4 

31-3 

France. 

7.0 

17.6 

8.7 

Denmark 

10.7 

24.1 

7-9 


The second technical factor closely affecting yields is the 
quantity and type of equipment used. Equipment other than 
ploughs and harrows was in very limited use in the Balkan 
countries, as may be seen from the following fragmentary 
figures for some of the countries of the area: 

' See Appendix, page 138- 




32 


ECONOMIC DEVELOPMENT IN S.E. EUROPE 

Agricultural Implements and Machines 



Year 

OF 

Census 

Arable 

Land 

HA. 

Trac- 

tors 

Ploughs 

Drills 

Reap- 
ers AND 
Binders 

Thresh- 

ers 

Czechoslovakia . 



(000) 

4-3 

(000) 

N.A. 

(000) 

223.4 

(000) 
161 .8 


Austria 

1930 

1.2 

0.9 

N.A. 

N.A. 

N.A. 

N.A. 

Hungary 

1933 

5-5 

3-8 

N.A. 

N.A. 

N.A. 

N.A. 

Roumania . 

1935 

14.0 

3-3 

2,093.0 

42.0 

55-0 

13-4 

Yugoslavia . 

— 


(i.o) 

(850.0) 

— 


Bulgaria 

1931 


1.6 

370.0 

7.2 

8.3 

3-4 

Greece 

1929 

I . I 

N.A. 

528.8 



0.6 


N.A. — Not available. 

Source; Buletinul Informativ, Roumanian Ministry of Agriculture. 


The value of all agricultural equipment used per hectare of 
arable land was estimated by a Roumanian source at Lei i,ooo 
(about ;;(|i ) for Roumania, Lei 2,000 for Bulgaria, Lei 3,000 for 
Poland; as against Lei 15,000 for Germany and Lei 42,000 for 
Switzerland. ‘ So far as mechanical equipment is concerned, 
the disparity was even greater. According to a German source, * 
taking the mechanical equipment per hectare of farm land (in 
terms of weight) as 100 for Germany, the figure for Bulgaria 
would be 14, for Yugoslavia 5, for Roumania 3®. 

The problem of farm equipment again leads back to the 
question of agricultural organization, as the ‘dwarf’ holdings 
prevalent in many parts of the area cannot economically use, or 
for that matter afford, anything but the most rudimentary 
equipment. This aspect comes out clearly when considering 
the number of ploughs and draught animals before the war. In 
Roumania, for instance, their number was more than sufficient 
in relation to the total arable land: one plough per 6.6 hectares, 
one pair of draught animals per 10.5 hectares. Yet a sample 
investigation carried out in 1937 showed that out of 11,959 
small holdings 5,595 had no plough; ip the Old Kingdom of 
Roumania 43 per cent of all holdings below 5 hectares had no 

^ V. N. Madgearu, The Development of Roumanian Economy (in Roumanian), 
1940. 

* MoHonal Essen, 3rd Nov. 1943. 

® It may be added in parenthesis that the number of tractors and other farm 
ctjuipment has since the beginning of the war considerably increased in some coun- 
tries, especially Roumania and Bulgaria. 
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draught animals. In Bulgaria, 200,000 out of 885,000 holdings 
used no draught animals in the agricultural year 1933-34. 
166,000 holdings owned no equipment of any kind. In Yugo- 
slavia, out of every 1,000 peasants only 483 possessed iron 
ploughs, 138 had wooden ploughs, 379 owned none at all. 

The crop rotation systems in use were also primitive. The 
ordinary two- and three-crop rotation (i.e. grain-grain, and 
grain-grain-fallow) is still the most widespread. Root crops 
were cultivated in insufficient quantity, a comparatively large 
part of the arable land being kept fallow. Maize was grown 
as a substitute root crop — hence the prevalence of wheat-maize 
rotation in the Danube countries — without possessing, however, 
the same properties from the viewpoint of rotation. It should 
be. added that the prevailing rotation systems are closely 
connected with the deficiency of farm equipment. The in- 
sufficiency of natural manure, the lack of fertilizers, and in- 
adequate tilling due to poor equipment render the soil unsuit- 
able for intensive cultivation of root crops. 

Problems of Livestock Farming 

It must be clear from the foregoing that any improvement in 
livestock — essential as it is both from the viewpoint of a sound 

Livestock Distribution (1938) 



Live- 

stock 

UNtrs^ 

Horses 

AND 

Mules 

Horned 

Cattle 

Pigs 

Sheep 

AND 

Goats 


(000) 

(as percentage of livestock units) I 

Poland 

16,360 

24.0 

645 

9-2 

2-3 

Austria 

3.480 

7-1 

74-5 

16.5 

1-9 

Czechosl. 

6,580 

10.7 

75-0 

1 1 .6 

2.7 

Hungary 

3490 

23-5 

53-9 

17.8 

4.8 

Yugoslavia . 

7,600 

18.5 

56.6 

9-1 

15-7 

Roumania 

8,460 

25-7 

5 * -2 

7-5 

15.6 

Bulgaria 

3.780 

' 9-9 

49.6 

4.8 

25.8 

Greece 

3.320 . 

28.6 

31.2 

2.6 

37-6 

Germany 

28,790 

12.0 

69.2 

16.3 

2.5 

France 

21,190 

14.2 

73-8 

6.7 

5-3 

Denmark 

4,400 

12.8 

73-6 

13. 1 

0-5 


^ I livestock unit equivalent to i horse or cattle, 5 sheep or 10 goats. 
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nutrition policy and from that of an increased agricultural 
output per head — could proceed only side by side with im- 
provements in crop production. The figures given above on 
the pre-war position, and such inferences as they warrant, 
should be viewed against that overriding consideration. 

A salient feature of the above table is the high proportion of 
horses and mules in the less advanced countries. It is due to a 
variety of reasons — the predominance of small holdings, in- 
herited habits and poor roads; and it has a distinctly unfavour- 
able economic effect, in that it places a drain on the fodder 
supply which otherwise might be used for the provision of 
milk and meat. The high proportion of sheep and goats in the 
Balkan countries is largely due to the poor quality of much of 
the pasture land, as we have already mentioned. At the same 
time, in many parts of the Balkans the excessive number of 
goats in particular has destroyed even such pasture land as 
was available. Any future development of livestock farming 
should, therefore, aim at increasing the stock of cattle and pigs. 

The density of these two groups showed, in 1938, the follow- 
ing picture: 


Livestock Density (1938) 



Cattle 

PER 

100 HA. 
Agri- 
cultural 
Area 

Cattle 

PER 

100 

Total 

Popu- 

lation 

Pigs 

PER 

100 HA. 
Arable 
Land 

Pigs 

PER 

100 

Total 

Popu- 

lation 

Poland . 

41.3 

30-5 

40.6 

21 .8 

Austria . 

59-6 

38.4 

145-7 

42.5 

Czechoslovakia . 

59-1 

32-4 

65-3 

25.1 

Hungary . 

24-9 

20.8 

55-3 

34-4 

Roumania 

235 

21 .8 

23-5 

15-9 

Yugoslavia 

29.8 

27.4 

46.0 

21.9 

Bulgaria . 

41 .0 

29-3 

22.1 

14. 1 

Greece . 

28.5 

14-5 

19-5 

6.0 

Germany. 

69.8 

mam 

122.5 

35-5 

France . 

45-2 


34-4 

17.0 

Denmark . 

% 

103.1 


106. 1 

76.7 


Compiled from Year Book of Agriculture, International 
Institute of Agriculture, Rome. 
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The figures suggest that even if one allowed for differences 
in national conditions there still was scope for an increase in 
the livestock of these countries, notably of Hungary, Roumania 
and Yugoslavia. It must be noted that the figures for these 
countries included a large number of oxen and buffaloes which 
served merely as draught animals. 

The meat production and consumption of the area, together 
with production per head, can be seen from the following 
figures, which give a further indication of the need for an in- 
crease in livestock (cf. Table on p. 21): 


Meat Production and Consumption 
(Average 1935“ 1938 ) 



Beef 

AND 

Veal 

Pork 

Mutton 

AND 

Goat 

Total 

Meat 

Meat 

Exports 

OR 

Imports 
{ — and) 
+) 

CON- 

sumpt’n 

Output 

PER 
Ha. OF 
Agri- 
c’lt*ral 
Area 

Output 

PER 

Head 
OF Pop- 
ulation 

Poland 

420 

520 

In thous 2 
10 

ind tons 

950 

-50 


In kilc 

37 

>grams 

28 

Czechoslovakia 

180 

220 

10 

410 

+ 20 

430 

49 

27 

Austria 

100 

200 

20 

320 

+30 

350 

73 

mm 

Hungary 


240 

10 

330 

-70 

260 

43 

37 

Roumania . 

130 

280 

80 


-40 

450 , 

30 

25 

Yugoslavia . 

no 

280 

80 

470 

— 60 


33 

30 

Bulgaria 

40 

65 

60 

165 

— 5 


36 

26 

Greece 

30 

35 

60 

•25 

+ '5 

140 

35 



Based on statistical data in O. Mielck, Die Ernaehrungswirtschaft Europas, Berlin. 


Another major line of improvement would be an increase 
in the output of animal products, i.e. milk and eggs. In most 
countries of the area the annual milk yield per cow is below 
1,500 litres, as compared with 2,500 to 3,000 litres in Central 
Europe. Improvements could be brought about by better 
feeding and care of animals, as well as by improved breeds. 

The same applies to poultry farming, an activity that should 
be especially suited for small holdings, but the average yearly 
production in Balkan countries was only 75-80 eggs per hen. 

In connection with the future development of livestock, 
dairy and poultry farming two reservations must, however, be 
made. All the figures here given, it mu?t be recalled, apply to 
the pre-war situation, as only scanty information is available 
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on changes which have taken place since the war. It is known, 
however, that while only moderate changes have taken place 
in the distribution of agricultural crops, the number of livestock 
has dropped considerably, and may decline still further. Some 
experts express the opinion that the replacement of wartime 
losses in livestock might take as long as eight years. ^ As, 
on the other hand, the restoration of agricultural production to 
its pre-war level may be achieved within a much shorter 
period, it will be essential to co-ordinate the two lines of 
development from the outset. ‘ Failing such action, the change 
to more intensive farming may easily be seriously delayed. 

The second condition for a large-scale development of live- 
stock and dairy farming would be an improvement in marketing 
arrangements. This problem will be examined at greater 
length in a subsequent chapter. In the meantime attention 
must be drawn to the fact that the marketing facilities, trans- 
port and storage required for the distribution of animal 
products — as well as of other perishable foodstuffs — are still 
largely lacking in the greater part of the area. 


An Outline Programme for Agriculture 

It is fully realized that the data presented here touch only 
the fringe of a highly complex problem. Even in this cursory 
examination several major questions have been encountered — 
e.g. agricultural exports, land tenure, agricultural organization, 
etc. — which had to be left unanswered because they are bound 
up with broader issues. All that can therefore be attempted 
here is to sketch the outline of a minimum programme for agri- 
culture as part of a wider plan of economic development. 
iThere seems to be general agreement on the need to change 
to more intensive farming. Practical action would 

J "' refore have to follow something like the following lines. 

{a) The ordinary two- and three-crop rotation still pre- 
^j^iminant in the area should be replaced by an improved 
l^^jee-crop rotation in which fodder crops and root crops 
/^ding vegetables would play an increasing part, 
fodcf^ This improved rotation with a growing proportion of 
j-^^^ler and root crops would allow a gradual increase in 
1 Dr Although the ultimate aim would be an increase 

J/aturiy i Hammond at Conference on Nutrition, November 6, 1943, quoted in 
3 » 7 th November, 1943. 
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in the cattle population (especially milk cows), at the begin- 
ning an increase in pigs and poultry might be given prece- 
dence because of the fodder situation. Surpluses of maize 
could be transformed immediately into pork and pig fat. 

(c) The tempo of the whole process would be determined 
by the increase in the use of technical aids. Artificial 
fertilizers, especially in the case of root crops, would both 
increase and stabilize yields. In addition to the simple imple- 
ments — ploughs and harrows — drills and seed-sorters would 
have to be provided in adequate numbers. The rational 
utilization of agricultural equipment would necessitate its 
joint use under some co-operative or similar organization. 

{d) Lastly, the provision of heavy machinery, together with 
basic improvements — such as land reclamation, drainage, 
irrigation, animal breeding stations, research stations — 
would form part of a long-term investment programme. 
The capital to be allocated to these requirements would 
depend on the total supply of capital available for investment. 

This programme, it should be stressed again, would have to 
be accompanied by action in a wider field, of which better 
education, the abolition of strip farming, improved living con- 
ditions on the land, etc., should form part. The very variety 
of actual local conditions in these respects precludes any ready- 
made solutions and calls for detailed study on the spot, before 
any definite line of action can be propounded. 

Above all, it is important to stress that the problem of 
agriculture cannot be divorced from more general economic 
and social problems. That is a truism all too often forgotten, 
which comes out nowhere more clearly than in the inter- 
dependence of agriculture and industry. 

(For further statistical data sec Appendix). 

Sources (in addition to those quoted in the text) : 

European Conference on Rural Life, 1939. 

National Statistical Year Books of the countries covered. 

U.S. Department of Agriculture, Agricultural Statistics 1939. 



Chapter III 

INDUSTRIAL DEVELOPMENT 
Outline of the Problem 

The need for industrial development in the area considered 
here cannot be gainsaid. The question which this chapter 
sets out to examine is not whether industrialization is necessary. 
Our subject is rather how much and what kind of industrial 
development is practicable in these countries. 

By way of introduction, let us pass briefly in review the basic 
factors or conditions which determine the scope for, and the 
direction of, industrial development. One has been men- 
tioned already: the pressure of population. Figures on tHe 
existing surplus population in agriculture are at best in the 
nature of rough estimates; in any case, the available figures do 
not take into account the substantial changes which have taken 
place since the beginning of the war. However, to take only the 
lowest estimates made before the war, between 20 and 25 per 
cent of the area’s total agricultural population — the number 
of people whose main source of income was agriculture — was 
apparently excessive. The percentage varied from country to 
country: it was put at 33 per cent for Yugoslavia and Bulgaria, 
about 25 per cent for Poland and Greece, about 20 per cent for 
Roumania, something like 15 per cent for Hungary and about 
10 per cent in Czechoslovakia. A first approximation to the 
size of the problem can be obtained by comparing these 
estimates with existing employment in industry and the 
estimated annual intake into industry in the period 1935-37, 
a period of intensive industrial activity. (See table, p. 39.) 

One indication given by these figures is the relation between 
the employable surplus population (column II) and existing 
employment in mining and in manufacturing industry (column 
III). Another instructive comparison is between the yearly 
intake before the war (column V) and the annual increase 
in employable population (column VI). These disparities 
give some idea of the increased pace at which industrialization 
would have to proceed if it is to bring about a better balance 
in occupational distribution. (As part of the 1935-7 intake, 
especially in the first four countries; was re-employment, 
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Overpopulation and Industrial Employment 

(In round figures, ooo’s omitted) 


39 



■ 

ll 

Same 
in terms 
of Active 
Population 
Employ- 
able in 
Industry 
and 

Services 

III 

Total 
Employed 
in Mining 
and 
Manu- 
facturing 
Industry 
(•937) 

IV 

Estimated 

Industrial 

Unem- 

ployment 

(••• 1937) 

V 

Estimated 

Yearly 

Intake 

into 

Mining 

and 

Manu- 

facturing 

Industry 

(Average 

•935-37) 

VI 

Yearly 

Increase in 
Employ- 
able 

Population 
(60% of 
net 

Increase in 
Popula- 
tion, 
Average 

•930-37) 

Austria 

Nil 

Nil 

720 

940 

60 


Czecho- 

slovakia 

(800- 

1,200) 

(320- 

480) 

1,900 

410 

90 

45 

Hungary 

(800- 

900) 


325 

40 

35 

30 

Poland . 

5,000 

2 SI 

830 

320 

75 

215 

Greece . 

(900) 

(280) 

(25) 

25 

54 

Yugoslavia , 

3.750 

■Be M 

(270) 

20 

30 

135 

Roumania . 

(3,000) 


315 

10 

30 

140 

Bulgaria 

1,200 

480 

100 

(5) 

10 

1 

45 


Figures in brackets are rough estimates. 

Compiled from National Statistics; estimates on agricultural overpopulation 
from private sources. 


absorption capacity for new labour was even lower than the 
figures in column V indicate). 

A second factor which has a bearing on future industrial 
development is the existing level of consumption for manu- 
factured goods, and the trend of demand in so far as it can be 
anticipated. As in the case of nutrition, the prevailing low 
levels of consumption could hardly be improved unless the 
level of income itself can be raised. But assuming a gradually 
rising level of income — to which an accelerated industrial 
development itself would make an important contribution — 
the existing standards of consumption at varying levels of 
income may throw some light on the likely trend of consumer 
demand. Statistical information on this subject is, unfortunately, 
most inadequate. The following estimates of the pre-war 
consumption of certain manufactured articles per head of 
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population arranged in the order of the relative income levels 
in the countries of the area provide, however, a general picture 
of the scope of industrial development from the standpoint of 
demand. 


Estimated Yearly Consumption of some Manufactured Goods 
PER Head of Population 

(Year: 1937) 



Yugoslavia 

0 

Roumania 

Greece 

Poland 

0 

§ 

X 

Czechoslovakia 

Austria 

Western 

Europe 

Cotton Goods . 
(kilos) 

Q.O 

2.8 

2.2 

2-9 

2-3 

2.4 

4.2 

5-1 

8 

Paper 

(kilos) 

3-5 

N.A. 

2.8 

2-9 

5-1 

10. 0 

13-9 

00 

30 

Soap (fat content) 
(kilos) 

0.7 

N.A. 

0.7 

2.0 

1-5 

N.A. 

2-5 

N.A. 

6 

Sugar 

(kilos) 

Wireless Sets . 
(No. of licences 
per 1,000 per- 
sons) 

5-4 

4-5 

6.7 

10. 0 

12-5 

12.7 

22.4 

• 9-5 

32 

7 

5 

II 

3 

25 

43 

69 

92 

120 


N.A. — Not available. 


Another category of large-scale demand for manufactures 
would arise from development in other economic sectors, 
particularly in agriculture and transport. We may refer here 
to the figures given in the chapter on agriculture on the existing 
use of fertilizers and mechanical equipment and the increase 
that is required. If one adds the specific requireihents that 
would be generated by industrialization itself— industrial 
buildings, part of the industrial equipment, housing for indus- 
trial workers are cases in point — a broad idea can be formed of 
the main lines of development from the standpoint of demand. 

Lastly, the direction of industrial development will be in- 
fluenced by the type of physical resources available, such as 
fuel or water power, minerals, timber, etc. As will be shown 
later in this chapter, a wide range of natural resources exists 
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in the countries of the region which offer considerable scope' 
for development and provide some natural lines of industriali- 
zation. 


The Structure of Existing Industry 

The figures given above have already indicated the unequal 
degree of industrial development in the different countries. 
This is brought out more clearly in the following table: 


Employment in Secondary Industry 



Percentage of 
Active 
Population 
Employed in 
Mining and 
Industry, includ’g 
Handicrafts 

Percentage 

Employed 

in 

Handicrafts 

(estimated) 

Group I 

National Income per head about $150: 
Czechoslovakia .... 

38.2 

N.A. 

Austria 

34-4 

N.A. 

Group II 

National Income per head about $100: 
Hungary 

23-9 

9 

Poland 

16.9 

7 

Group III 

National Income per head about $60: 
Greece 

N.A. 

N.A. 

Yugoslavia ..... 

10.7 

6 

Roumania 

10. 0 

6-5 

Bulgaria ..... 

8.5 

5 


As these figures show, not only does the proportion of indus- 
trial employment, decline in proportion to the decrease in 
national income, but the relative proportion of handicrafts 
shows a parallel increase. In the lowest group, this category 
accounts for about two-thirds of the total number of persons 
gainfully employed in secondary industry. 

The structure of manufacturing industry is displayed in the 
following tables: 
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Structure of Manufacturino Industry 
(According to Employment) 



Czecho- 

slovakia' 

Austria' 

Hungary 

Poland 

Roumania 

Iron and Steel and 


Pc 

rcentages 


Engineering . 

24.4 

25.6 

34-1 

34-2 

18.3 ■ 

Textiles and Clothing . 

22.5 

10.7 

24-5 

25-5 

26.1 

Leather and Shoes 

1-5 

1.9 

3*3 

2.5 

4.2 

Food and Beverages . 

14.4 

15-3 

”•5 

9.0 

12.3 

Stone, Glass, Pottery . 

7.8 

6. 1 

9-7 

9-4 

8.1 

Chemicals* 

N.A. 

N.A. 

5-7 

10. 1 

9-2 

Woodworking . 

10.9 

12.5 

4-5 

8.0 

15.0 

Paper 

2.5 

4-3 

2.1 

3-4 

4.2 

Miscellaneous . 

16.0 

23.6 

4.6 

7-9 

• 2.6 


^ Incomplete figures, partly estimated 
* Incl. oil refining 

Source: National Statistics. 


Structure of Manufacturing Industry 
(According to Net Output) 



Hungary 

1935 

Roumania 

'935 

Bulgaria 

'937 

Iron and Steel 
Engineering . 

Percenta 
II .2 

12.0 

of total net 0 

j- 20.8 

utput 

10. 0 

Clay and Building 
Materials . 

5-2 

6.3 

12.0 

Timber 

2.4 

4-5 

1.4 

Chemicals . 

10. 0 

20.4 

9-5 

Rubber 

1 .0 

— 


Leather 

2.6 

1-9 

3-5 

Textiles 

Clothing 

20.0 

1-9 

} 14-7 

40.0 

Paper . 

5-9 

6-3 

3.6 

Food . 

27.8 

25-1 

20.0 


100.0 

100.0 

100.0 


Source: National Statistics. 


Although these figures are incomplete and not strictly com- 
parable (because of differences in classification), they show 
some interesting features. The increasing proportion of textiles 
in the industrially less advanced countries suggests that this 
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group is one of the first to develop, and also that an important 
factor favouring its growth is the abundance of manpower and 
the predominance of unskilled labour. That is also why the 
weaving section has invariably been the first to develop, 
followed later by the more capital-intensive spinning section. 

In the food and beverages group it is notable that the largest 
percentage of employment is in the two most industrialized 
countries, namely Austria and Czechoslovakia. Although this 
cannot be attributed to any single cause, it does seem that the 
growth of this group is determined at least as much by the 
demand of the non-agricultural population as by the nearness 
of raw material supplies. 

The food and beverages group embraces a wide variety of 
industries. Flour milling, sugar and alcohol refining, and 
brewing are well developed in all countries; they include 
highly mechanized large-scale units which were formerly 
engaged predominantly in exports. The tobacco industry, 
which also forms part of this group, was also well developed; 
in the case of Bulgaria and Greece it was a key export industry. 
Vegetable oil milling is another fairly widespread industry in 
the group. On the other hand, food-canning is a comparatively 
young branch, which before 1939 had achieved some impor- 
tance only in Poland (meat-canning). 

The group of metal-working industries which includes iron 
and steel, mechanical engineering and electrical apparatus is 
the leading group in the first four of the six countries considered. 
Fowever, its importance does not vary with the degree of 
general industrialization. The development of the foundry 
industries is conditioned to a certain extent by the proximity 
of mineral resources and coal, but when we come later on to 
examine the mineral and fuel resources of the area it will be 
seen that this relationship is not very constant. Engineering, 
on the other hand, varied closely with general industrial 
development; the percentage figures given above do not reflect 
the wide differences in the degree of development of the 
engineering industries in the countries concerned, ranging 
from the manufacture of precision tools in Czechoslovakia to 
assembly plants and industries largely based on imported semi- 
manufactures in the Balkan countries. 

The same holds true of the chemical industry, which shows a 
widely varying degree of development in the several countries. 
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While Czechoslovakia and, to a lesser extent, Austria and 
Hungary had a diversified chemical industry, in the Balkan 
countries and Poland this industry was largely confined to the 
production of mass consumption articles, such as soap, matches, 
etc.; and of some heavy chemicals, e.g. superphosphate, sul- 
phuric acid, copper sulphate, caustic soda, etc. There existed, 
in addition, a few specialized industries in the chemical section, 
such as oil refining in Roumania and Poland, the manufacture’ 
of potash fertilizers in Poland, tanning extracts in Yugoslavia, 
and wood distilling in all timber-producing countries. The 
wood pulp, cellulose and paper industries were conditioned 
both by general industrial development and by the presence of 
suitable timber resources, about which some data will be given 
in another section. 

Capacity and its Use 

Figures on the capacity of the individual groups of industries 
and of the degrees of its utilization are scanty. Such figures 
as are available apply to the pre-war situation and do not 
take into account the considerable changes that have since 
taken place through the expansion of heavy industry and, on 
the other hand, through excessive wear and tear, and, in some 
parts, through the scrapping of machinery in consumer goods 
industries (e.g. in Poland). 

The pre-war output of pig iron and steel is given below. In 
most countries, output in the years stated was near capacity; an 
estimate of pre-war capacity is added, but must be regarded 
with reserve. The average increase in capacity since 1939 may 
be put at between 25 and 50 per cent; in the case of Austria 
and Czechoslovakia it may be even higher. 


Pig Iron and Steel Output Before the War 
(In thousand tons) 



Year 

Pig 

Iron 

Steel 

Estimated 

Steel- 

Producino 

Capacity 

Poland 

1938 

968 

1,542 

1,800 

Czechoslovakia . 

1937 

1,675 

2,315 

2,500 

Austria 

1937 

388 

657 

1,000 

Hungary . 

1939 

409 

733 

800 

Roumania . 

1938 

133 

277 

300 

Yugoslavia 

1938 

58 

220 

220 


Source: Statistical Year Book, League of Nations. 
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For the textile industry complete figures are available on the 
pre-war equipment and estimated capacity of the cotton 
spinning and weaving sectors in all the countries concerned 
(the figures do not include hand looms and equipment in 
handicrafts) . 


Capacity of Cotton Industry 



Year 

Number 

OF Spindles 

IN 

Thousands 

Estimated 

Capacity 

in 

Thousand 

Tons 

Number 
of Looms 

IN 

Thousands 

Estimated 

Capacity 

IN 

Thousand 

Tons 

Poland 

1939 

'.925 

75 

46 


Czechoslovakia . 

1937 

2,650 

100 

75 


Austria 

1936 

350 

'4 

' 5-7 


Hungary . 

1940 

335 

'3 

14 


Roumania . 

1940 

250 

10 

16 


Yugoslavia 

1939 

184 

7 

13 


Bulgaria . 

1940 

226 

9 

4 


Greece 

'939 

270 

12 

7.8 

7 

Total . 


6,190 

240 

i 9 i '5 

188 


Source: International Cotton Bulletin. 


No detailed figures are available on output, but it is known 
that considerable idle capacity existed in Czechoslovakia, 
Austria and Poland. For Czechoslovakia, the idle capacity in 
the cotton-spinning industry was estimated as high as 6o per 
cent. It should be pointed out, however, that plant in Czecho- 
slovakia and Austria was partly obsolete. 

For the other groups data on capacity and utilization are 
even scantier. From such figures as are available, however, it 
appears that nearly all industries, and certainly all consumer 
goods industries, had a large unused capacity. This was true 
not only of typical export industries, like the sugar and brewery 
industry in Czechoslovakia, or flour milling in Hungary and 
Yugoslavia; in Yugoslavia the paper industry, with an annual 
capacity of some 40,000 tons, was normally utilized only to 
50-60 per cent of capacity; the sugar industry, with a capacity 
of 140,000 tons, to less than 50 per cent; oil mills, with a 
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capacity of some 20,000 tons, to 40-50 per gent. Figures in 
Roumania were not much different. The average utilization 
of the sugar refinery capacity (230,000 tons) was 40 per cent and 
several other industries in the food group showed a similar 
degree of under-utilisation. 

Taken in conjunction with the strikingly low figures of 
consumption quoted earlier for these very articles, the large 
idle capacity throughoilt industry — and particularly in the 
consumer goods industries — points to the existence of serious 
economic maladjustment. It would take us too far to try to 
examine here the reasons for this maladjustment; they are much 
too complex for a simple answer. Many of the answers put 
forward, such as the depressed state of agriculture, the indus- 
trial price structure, fiscal policy, prove on closer examination, 
to be symptoms of deeper causes. For our immediate purpose, 
however, two conclusions are warranted even without going 
further into the matter. First, it would be patently incorrect 
to think of future industrial development as merely a matter 
of constructing industrial productive capacity, without at the 
same time taking account of general economic maladjustment. 
Secondly, and conversely, if the general problem were success- 
fully tackled, the existence of idle industrial capacity (in so far 
as it may still exist at the end of the war) would render the task 
of future industrialization considerably easier, and its cost in 
fixed capital lower, than would otherwise be the case. To 
quote but one instance, the existing engineering and textile 
industries (the first after the necessary re-conversion) could go 
far towards accelerating expansion in other branches. 

Natural Resources for Industrial Development 

The possibilities of industrial development and the direction 
in which it would be desirable that it should move, become 
clearer if one examines the natural resources available in the 
area and their present stage of industrial utilization. We give 
below summary figures on pre-war output^ and estimated 
reserves (where available) together with some indication as to 
industrial utilization. The estimates for reserves should be 
treated with due caution. 

^ All output figures, unless otherwise stated, are based on the Statistical Year 
Book, League of Nations. 
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Fuel and Power 

The area as a whole is well endowed with coal, mineral oil 
and water power, although these are unevenly distributed as 
between the several countries. The figures for coal output and 
reserves are: 


Coal Output and Reserves 
(In thousand tons) 



Output* 

Estimated Reserves 


Anthracite 

and 

Bitumin- 
ous Coal 

Lignite & 
Brown 
Coal 

converted 
into Coal 
Equivalent 

Anthracite 

and 

Bituminous 

Coal 

Lignite 

and 

Brown 

Coal 

Total 

Reserves, 

Coal 

Equivalent 

Poland 

Czechoslovakia. 
Austria . 
Hungary . 
Roumania 
Yugoslavia 
Bulgaria . 

Greece . 

i 

31.503 

13.326 

245 

520 

2 QI 

423 

105 


60.000. 000 

28.000. 000 
8,000 

100,000 

48.000 

45.000 
140,000 

12,000,000 

300.000 

176.000 
3,000,000 

4.680.000 

3.860.000 

10.000 

60.000. 000 

35.000. 000 
200,000 
200,000 

2.000. 000 

2.000. 000 
1,600,000 

Negligible 


• Year: average 1935-37 


Coal 

Big deposits of coal exist in south-western Poland and the 
adjacent districts of Czechoslovakia; the coal seams in Poland 
are exceptionally rich, the output per man and shift before 
the war being 2-3.5 The mines in other parts of the 
region are only of local importance. Before the war metallurgic 
coke was produced only in Poland and Czechoslovakia; output 
in 1937 was 2 . i and 3 . 2 million tons respectively. Brown coal 
and lignite of varying qualities were mined extensively in many 
parts of the area, their main use being for generating electric 
power, but also directly for low-grade industrial fuel. Coal dis- 
tilling was not developed before the war, but according to more 
recent reports a synthetic rubber plant has been set up in 
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Poland, and synthetic oil is being produced in Czechoslovakia. 
In Poland and Czechoslovakia, coal accounted for 85 per cent 
of total fuel consumption. 

Mineral Oil 

Figures for pre-war output were as follows: 


Output of Mineral Oil 
(In thousand tons) 



Output of Crude Oil 

i 935‘37 

1940 

(Estimated) 

Poland .... 

509 

400 

Czechoslovakia 

120 

300 

Austria . . ‘ . 

15 

500 

Hungary .... 

— 

500 

Roumania .... 

8,080 

5,200 


No reliable estimates of oil reserves are available. The known 
reserves in Roumania were put before the war at 50 million 
tons, which was possibly an under-estimate. The pre-war 
consumption of the area was considerably below output. 
Refining capacity was far in excess of both output and current 
requirements, so that there does not seem to be much scope for 
development in the oil industry. It may be added that from 
the viewpoint of internal fuel economy oil played an impor- 
tant part only in Roumania, where it supplied 26.1 per cent of 
the total fuel consumption (average 1937-39); in Poland, its 
share was only 2 . 6 per cent and in other countries still lower. 

Water Power 

The area possesses a large potential of hydraulic power, as 
may be seen from the figures on the following page. 

Only in Austria was water power developed to any major 
extent; it supplied there 80 per cent of all electric power and 
more than half of the total fuel consumption. In the other 
countries the proportion was considerably below these figures. 

Wood was used extensively as fuel, especially for domestic 
heating, but not infrequently also in small industries, in the 








INDUSTRIAL DEVELOPMENT 


49 


Hydraulic Power 
(In thousands of h.p.) 



Potential 
Hydraulic 
Power at 
Minimum 
Flow 
( estimated) 

Potential 
Hydraulic 
Power at 
Medium 
Flow 
( estimated) 

Installed 

Hydraulic 

Power 

(1935) 

Poland 

1,400 

2,800 

90 

Czechoslovakia 

1,000 

1,300 

155 

Austria 

1 ,660 

6,000 

900 

Hungary 

200 

300 

25 

Roumania . 

1,600 

6,000 

no 

Yugoslavia . 

3,000 

7,500 

250 

Bulgaria 

1,000 

2,200 

25 

Greece 

300 

700 

— 

Total 

10,160 

26,800 

1.555 


more backward areas. In Roumania 27.7 per cent of total 
fuel consumption was supplied by wood (average 1937-39); 
in Yugoslavia the proportion may have been even higher. 
(For output figures see below, under timber resources). 

As the above figures show, the area possesses a potential of 
industrial power which could carry an extensive industrial 
development. The harnessing of water power in particular 
would open up great possibilities in more than one direction, 
and this is a typical field where regional arrangements, in so 
far as technically practicable, might secure the advantages of 
large-scale organisation. The cheap supply of electricity 
would facilitate the development of rural industries and the 
strengthening of handicrafts. It could serve as a foundation 
for a series of new industries in the electro-chemical and 
electro-metallurgical lines. Mining would be fostered by it in 
a direct way. 

Minerals 

The region is fairly poor in iron ore and most of the deposits 
are of low iron content. The pre-war figures of output and 
estimated reserves were as follows: 
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Output and Reserves of Iron Ore (In thousand tons) 



Ore 

Output 

(Average 

1935-37) 

Iron 

Content 

Average 
% OP 

Iron 

Content 

Estimated 
Reserves 
OF Ore 

Poland 

526 

166 

31 

160,000 

Czechoslovakia . 

942 

303 

32 

330,000 

Austria 

I,2q6 

434 

35 

240,000 

Hungary . 

254 

86 

34 

— 

Roumania . 

IIO 

49 

44 

26,000 

Yugoslavia 

438 

215 

48 

200,000 

Bulgaria . 


— 

— 

— 

Greece 

242 

103 

43 

100,000 


Comparing the output figures with those on the output of 
pig iron given on page 44, we can see that the first five countries 
on the list had to import part of their iron ore requirements. 
Yugoslavia and Greece, whose iron ore is of higher grade but 
who had no hard coal at all, were exporters of iron ore. 
According to expert opinion, ore output in Yugoslavia could 
have easily been stepped up to one million tons yearly. 

Non-Ferrous Metals 

As the following figures show, there is a wide range of non- 
ferrous metals in the area. 

Output of Non-Ferrous Metals (In thousand tons) 



Zinc 

(Spel- 

ter) 

Lead 

Copper 

Man- 

ganese 

Anti- 

mony 

Mag- 

nesite 

(Raw) 

Chrom- 

ite^ 

Baux- 

ite 

(Raw) 

Poland. 

60 

4-9 



n 




Czechosl. 

1-7 

3-9 

— 

— 


4.6 

— 

— 

Austria 

2-9 

6.7 

— 

27-3 

D 

416 

— 

— 

Hungary 



— 

7-9 

B 

— 

— 

357 

Roumania . 

4-9 

6.2 

0.7 

14. 1 


— 

— 

9-2 

Yugoslavia . 

54-2 

67.0 

39-3 

— 

1.4 

— 

24. 1 

286 

Bulgaria 

— 

— 

— 

— 

— 

— 

— 

— 

Greece . 

5-5 

5-6 



O.I 

105 

16.6 

126 


Average 1935-7, nictal content unless otherwise stated. 
‘ Crj Os content. — ■■ Nil or negligible. 
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Only incomplete figures are available as regards reserves, 
but important reserves are known to exist in spelter (Yugo- 
slavia, Poland), lead (Austria, Yugoslavia), magnesite 
(Austria, Greece), chromite (Greece, Yugoslavia). A well- 
developed zinc smelting and rolling industry existed in Poland 
(with a capacity of 165,000 tons); copper smelting in Yugo- 
slavia (pre-war capacity 40,000 tons); and a magnesite 
processing industry in Austria (estimated capacity 500,000 
tons). The remaining minerals were mostly exported, after 
primary smelting, in the form of concentrates. 

A more intensive development of the .available mineral 
resources is dependent on better transport facilities and on the 
provision of cheap electric power, to which reference has 
already been made. Special mention may be made in this 
connection of the bauxite deposits of Hungary and Yugoslavia, 
estimated at 250 and 90 million tons respectively. Before 
the war the aluminium output of Yugoslavia was 1,300 tons, 
that of Hungary* 1,200 tons. 

Timber Resources 

The timber resources of the area provide another important 
source of potential industrial development. The forests contain 
trees of all non- tropical varieties; coniferous trees predominate 
in the northern and western areas, while deciduous trees are 
more common in the other places. Output figures in 1937 were 
as follows. 


Output of Timber (In thousand cubic metres) 



( ) Estimated. 

Source: Year Book of Forestry Statistics, Rome. 








52 ECONOMIC DEVELOPMENT IN S.E. EUROPE 

While in recent years cutting has been, if anything, excessive 
in relation to re-afforestation, industrial processing is still 
little developed. In Poland, Roumania and Yugoslavia, less 
than 10 per cent of the total output is put to industrial use. 

Woodworking industries of the less mechanized type, such 
as the manufacture of floorings, furniture, etc., were fairly well 
developed throughout the region. The manufacture of plywood 
and veneer was well established in Poland and Czechoslovakia 
and was spreading to the other timber producing countries. 
Wood-pulping was well developed in Austria and Czecho- 
slovakia; Poland, Roumania and Yugoslavia also had a sizable 
pulping industry. Its output was used predominantly for paper 
and cardboard manufacture. The manufacture of rayon and 
other synthetic fibres was started only in recent years. Before 
the war Austria had the largest production; since 1939 the 
industry has been considerably expanded in the whole area, 
particularly in Slovakia. 

Wood processing for chemical uses was mainly limited to 
wood distillation, which was fairly well developed in all wood 
producing areas. On the other hand, the processing of wood- 
pulp into raw sugars, cattle fodder, etc., or the utilization of 
its by-product, lignin, for the manufacture of tars, lubricants, 
road-binders and fertilizers, had not passed the experimental 
stage. It appears, however, that under the stress of war con- 
siderable progress has been made on these lines. 

Agricultural Products 

In a predominantly agricultural area with a surplus agri- 
cultural population the industrial processing of agricultural 
products must remain one of the main lines, if not the chief 
line, of industrial development. Under modern conditions the 
dividing lines between agricultural production, marketing and 
processing are apt to become blurred. All that can be done 
within the framework of the present chapter is to point to some 
possible lines of industrialization at the final stage. 

The traditional food industries, such as flour milling, 
breweries, sugar refining, and alcohol distilling, have been 
shown earlier to be, if anything, over-developed. In this sphere 
there seems to be room only for some secondary production, 
such as the manufacture of biscuits, cereal foods, etc. 
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On the other hand, the preservation of perishable foods, e.g. 
canning, deep-freezing, dehydration, drying of fruit, meat- 
curing, etc., offers promising scope for a development which in 
most countries of the area was only in its infancy in 1939. An 
interesting example of what is possible in this field is provided 
by the bacon and tinned ham industry of Poland. Built up 
during the thirties, this industry was able to develop to such an 
extent that in 1937 exports in these two products accounted 
for 8.2 per cent of total exports and formed the third item in 
the export list, immediately after coal and timber. Industrial 
crops in the area provide a further line of potential develop- 
ment. Before the war 3 . 3 per cent of the total arable acreage 
was cultivated with such crops, the most important of which 
are ‘Shown below. 

Output of Main Industrial Crops 
(In thousand tons; Average 1936-38) 



Hemp 

Fibre 

Flax 

Fibre 

Cotton 

(Ginned) 

Tobacco 

Oil Seed 

AND 

Oil 

Bearing 

Plants 

(Oil 

Content) 

Poland . 

12.2 

38-3 

— 

13.0 

56.2 

Czechoslovakia 

5-4 

10.3 

— 

14.6 

13.8 

Austria . 

0. 1 

0.8 

— 

— 

— 

Hungary 

12.7 

3-4 

— 

17.6 

9-5 

Roumania 

28.8 

8.9 

— 

12.6 

105-3 

Yugoslavia 

52-3 

8.7 

— 

17.4 

20.2 

Bulgaria 

4.0 

0.3 

9*1 

34-5 

62.5 

Greece . 

— 

— 

14-5 

66.0 

131.2 


The proposed intensification of agricultural production, 
with an improved crop rotation and an increased use of ferti- 
lizers, might allow for an increased production of industrial 
plants suitable in local conditions of soil and climate. It may 
also be pointed out that the local industrial processing of 
industrial crops was, on the whole, in a backward state. The 
bulk of these crops was mostly either processed by primitive 
methods in the peasant homestead or exported in an unpro- 
cessed state. 
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A similar situation existed with regard to animal products, 
such as wool, hides and skins, in which there were large exports, 
while requirements in combed wool, leather and furs were 
mostly covered by imports. There are indications, however, 
that during the war home industrial production has been 
adapted to a large extent to the use of domestic raw materials. 

Lastly, a comparatively new field of development with 
considerable possibilities is provided by the region’s staple 
agricultural products (wheat, maize, potatoes) as raw materials 
for the chemical industry. A beginning had already been 
made with the manufacture of starch, dextrin, glucose and 
some industrial solvents. Production of these should be further 
developed, and new industrial uses found for agricultural 
products. 


The Problem of Manpower 

The success of any programme of industrialization will 
depend to a considerable degree on the supply of technical 
skill. The problems involved should not be underestimated. 

To begin with, a programme of large-scale industrial expan- 
sion would call for a proportionate number of personnel with 
high technical or managerial skill, such as production engineers, 
designers, managers, cost accountants, etc. The approxi- 
mate ratio in which skilled labour of this type would be 
needed may be put at something like 1:25 — 1:50 (in relation 
to the numbers of unskilled workers). As the theoretical and 
practical training of such personnel might take, on the average, 
at least five years, in the initial stage the less developed 
countries would have to depend on imported skill. This might 
be supplied, to a certain extent, from the industrially more 
developed countries inside the area. 

Skilled labour of the foreman and craftsman type would be 
required in much larger numbers. The proportion varies from 
industry to industry, and also according to the degree of 
mechanization. The figures for Roumania in comparison with 
figures for American and Australian industry in the table on 
p. 55 may be used as an illustration. 

It may be pointed out that skilled labour of the foreman type 
was also in short supply in the industrially less developed parts 
of the region, even in relation to the demand at the time. The 
premium on skilled labour was reflected in the difference in 
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Skilled Labour and M 



U.S. AND AuITRALIA^ 

Roumanu* 


H.P. 

Used per 
Occupied 
Person 

Managers 
and Skilled 
Workers to One 
Unskilled 
and (or) 
Semi-skilled 
Worker 

H.P. 
used per 
Occupied 
Person 

Managers 
and Skilled 
Workers to One 
Unskilled 
and (or) 
Semi-skilled 
Worker 

Foundry & Steel- 
making . 

15 (U.S.) 

0.51 (U.S.) 

7.8 

1-25 

Flour-milling 

7.1 (Aus.) 

0.91 (U.S.) 

7-7 

1.32 

Textiles 

3-6 (U.S.) 

o.ii (U.S.) 

0.9 

0.42 

(all combined) 
Mechanical 
Engineering 

1 . 7 (Aus.) 

1.28 (U.S.) 

1-7 

2. io(appr.) 


Source: ‘ A. J. Brown, Industrialization and Trade. * National Statistics. 


wage-rates: the wage-rate for unskilled workers was 40-50 per 
cent of that for skilled labour (western Europe and industrial- 
ised overseas countries 70-80 per cent). The training period for 
skilled labour may be put at 18-24 nionths. Consequently, in 
the case of any sudden industrial expansion a bottleneck may be 
expected in this respect in the industrially less advanced coun- 
tries. Such shortages might be relieved by utilizing skilled 
labour from neighbouring countries. 

A highly important factor for future industrial development 
is the quality of unskilled and semi-skilled labour. It would be 
idle to deny that the average efficiency of industrial labour was 
considerably lower in the Balkan countries than in Central 
Europe. But the fact that the more advanced countries in the 
area have developed their industries after emerging from 
largely similar economic and social conditions shows clearly 
that the difference in productivity is not due to any lack of 
natural aptitude, but mainly to lack of education and similar 
social handicaps. Therefore, not only vocational training for 
the higher grades of technical skill, but even general education 
would have to form an essential part of any programme of 
large-scale industrialization. Similarly, improved conditions 
of industrial welfare, labour legislation and social services 
will have to be thought of not merely as required by humani- 
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tarian considerations, but as essential conditions for raising the 
efficiency of labour. 

A complementary line of attack would be the adaptation, in 
some part at least, of future industrial development to the 
man-power situation in the area To a certain degree this is 
indeed inevitable; in view of the abundance of unskilled labour 
and the scarcity of capital, greater weight is bound to be given 
to industries employing more labour per unit of capital and. 
more unskilled labour in relation to skilled. Generalizations 
would be dangerous because the two factors frequently oper- 
ate in opposite directions, mechanization and a greater pro- 
portion of unskilled labour being, for instance, largely com- 
plementary. Some examples of industries favoured by both the 
labour and the capital conditions of the area are textiles, 
leather, boots and shoes, glassware and pottery, food-canning 
and certain light chemical industries. Beyond that, a decen- 
tralization of the light industries, helped by electrification, 
would facilitate the location of part of the newly developed 
industries in rural areas and in over-populated districts. Here 
again one should beware of hasty generalizations, but the idea 
seems well worth further investigation. 

In particular the place of rural handicrafts in the future 
industrial structure of the less developed countries is a problem 
deserving detailed study. Measured by output per head, 
handicrafts are assuredly not a line that suggests itself for 
future development — even though some handicraft industries, 
such as engineering repairs, are bound to expand with further 
industrialization and the mechanization of agriculture. But the 
question has another side to it. Rural handicrafts and cottage 
industries fulfil essential functions as suppliers of goods in 
areas with poor communications; they generally use little 
capital and often provide an important secondary source of 
income for agricultural smallholders. 

Even assuming that the industrial and general development 
of the countries in question could be on a sufficiently large 
scale to remove eventually all the adverse conditions mentioned 
before, the process must necessarily be a lengthy one. Mean- 
while, the fact must be faced that in the four Balkan countries 
alone at least 750,000 families derive their livelihood from 
handicrafts. That fact has a twofold bearing on the general 
question of labour for industry. In the first place, as long as no 
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alternative employment can be provided for the manpower 
engaged in these occupations, every attempt should be made 
to increase its productivity by improving labour conditions, 
organising raw material supplies and credit facilities, improving 
marketing arrangements, etc. Secondly, this large reservoir 
of traditional skill, combined with some equipment, however 
rudimentary, might make a sizable contribution to the various 
needs of industrialization, partly through sub-contracting 
arrangements for simple engineering jobs, partly by supplying 
consumer goods that will be in greater demand as a result of 
increasing employment in road-building and kindred public 
works carried out with rural labour. Some co-operative 
method of organization for rural handicrafts on the lines 
adopted by other peasant countries might go a long way in 
both directions. 

Requirements in Capital and Equipment 

Industrial development calls for the investment of fixed 
capital in the form of factory buildings, machinery and power 
installations, as well as for working capital in the form of fuel, 
raw material and stocks. Capital requirements per head of 
worker will vary from industry to industry both as to total 
and as to composition; they will also vary according to the 
degree of mechanization involved. To give an illustration, 
typical light, medium and heavy industries with a medium 
degree of mechanization in each group may require something 
like the following fixed capital per head of personnel (at pre- 
war prices). 


Investment and Power Requirements 
(Per Head of Personnel) 



Land 

AND 

Buildings 

Plant 

AND 

Equipment 

Total 

Fixed 

Capital 

H.P. 

Installed 


$ 

$ 

$ 


Cotton Weaving 

300 

600 

900 

1-5 

Metal Working 

400 

750 

i ,«50 

2-5 

Chemical Fertilizers . 

800 

3.500 

4.300 

5.0 
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Two separate problems are involved here. The extent of 
industrial development as a whole would be determined by the 
total supply of capital from all sources, internal and external, 
which can be made available for it. The examination of this 
problem, which depends on the volume of internal saving, 
foreign borrowing and the distribution of investment as 
between different economic sectors, is left more conveniently 
to the concluding chapter, where it will* be considered in its 
broader setting. Meanwhile it could be taken as a yardstick 
that on the basis of the figures given above the employment 
of every 100,000 workers would call for an investment of 
between $150 and $200 million in fixed capital only. To this 
must be added requirements in public utilities connected with 
industrialization, and, of course, working capital for the manu- 
facturing process. 

For our immediate purposes it is equally important to con- 
sider the types of capital required for industrial development. 
The provision of land, and of materials and labour for buildings, 
could be met within reasonable limits out of domestic resources. 
Part of the equipment and raw materials, however, must be 
covered by imports. Before the war, the Balkan countries 
imported, roughly speaking, two-thirds of their requirements 
in industrial equipment and one-third of their needs in raw 
materials and semi-manufactures. In the more industrialized 
part of the area the ratio may be put at one-third and one- 
quarter respectively. (Here again, of course, the proportion in 
individual groups of industries showed wide variations.) 

It would go beyond the scope of this general survey to enter 
into any detailed examination of these specific requirements, 
but their general implication for future industrial development 
should be made clear. If, for instance, Yugoslavia were to 
absorb yearly 25,000 workers more than before on an indus- 
trial development programme spread over a wide range of 
industries, she would be faced with an additional import 
demand of the order of $20 million for machinery and $5. 
million for raw materials yearly. Now, the sum of $25 million 
represents on the pre-war basis about 30 per cent of Yugo- 
slavia’s average yearly exports and 25 per cent of her total 
foreign receipts. Moreover, the demand for this additional im- 
port would coincide with an increased home demand for consumer 
goods, especially foodstuffs, as a result of increased employment. 
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That example illustrates the close interconnection between 
the direction of industrial development and external exchange 
relations about which too little is known at present to formu- 
late any definite views. With little or no foreign lending, 
countries with a low productive capacity could step up indus- 
trialization only by forcing exports at the expense of the stan- 
dard of living. They would also, inevitably, concentrate first 
on the production of capital goods which would similarly 
depress their standard of living and result, in addition, in the 
growth of some highly artificial industries. That was, in fact, 
largely the type of industrial development practised in the 
area in the ’thirties. 

Another element which is largely unknown at the present 
moment, but which is bound to have a close bearing on the 
direction of future industrial development, is the question of 
markets, both external and internal, for industrial products. 
External outlets will depend on the international policies 
adopted after the war. As for the widening of the internal 
market, this will depend on a variety of factors, including price, 
fiscal and social policies. There is one aspect which must be 
kept in mind above all. In discussing agricultural reorganiza- 
tion we have seen that it could not be achieved without a 
substantial measure of industrialization. What has been 
said above on the problem of industrial development will 
have shown that its prospects depend to an equal degree on the 
raising of the level of agriculture. 

(For further statistical data sec Appendix), 

Sources (in addition to those quoted in the text) : 

National Statistics, 

Censuses of Production. 

German Statistical Year Book, International Section. 

G. Evelpidi, Les Etats Balkaniques. 

Friedensburg, Die Bergwirtschaft der Erde. 

Madgearu, The Development of Roumanian Economy (in Roumanian) . 



Chapter IV 
TRANSPORT 

The reorganization of industry and agriculture dicussed in 
previous chapters would call for parallel improvements in 
transport. Broadly speaking, these improvements fall under 
four main headings: expansion of transport capacity; the 
provision of certain specific means of transport (e.g. for 
perishable foodstuffs) ; the provision of new lines of communi- 
cation for new currents of traffic; and the opening-up of the 
more isolated areas. Any detailed examination of the problem 
would have to deal with every one of these aspects. Within 
the framework of the present study we can attempt only a 
general examination of the existing transport system and of 
the lines on which it could be developed best. For the sake 
of simplicity we have, moreover, to confine our examination 
to the traffic in goods. 

Existing Conditions of Transport 

The area considered covers the pre-war territories of 
Poland, Czechoslovakia, Austria, Hungary, Roumania, Yugo- 
slavia, Bulgaria and Greece. The relevant figures for 1937 
were as follows. 


Area and Population in 1937 



Area 
sq. km. 
(in 

thousands) 

Popula- 

tion 

(in 

millions) 

Density of Population | 

Per 

sq. km. 

Per 

100 ha. 
of 

Arable 

Land 

Per 

100 ha. 
of Agri- 
cultural 
Land 

Poland . 

389 

35- 1 

90.2 

185 

H B 

Czechoslovakia 

140 

15-2 

* 108.6 

256 


Austria . 

84 

6.7 

79-8 

339 


Hungary 

93 

91 

97-8 

161 

‘I9 

Roumania 

295 

19.8 

67. I 

147 

106 

Yugoslavia 

248 

15-5 

62.5 

204 

107 

Bulgaria 

103 

6.3 

61 . I 

154 

138 

Greece . 

130 

7-1 

54.6 

323 

195 


1,482 

114.8 

77-7 

195 

132 


60 
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Transport conditions in different parts of the region varied 
widely. Geographical conditions favoured different forms of 
transport in particular areas. In Greece the length of the 
coastline and the configuration of the land gave sea transport 
a predominant role. Through the sea outlets of Poland, Rou- 
mania, Yugoslavia and Bulgaria passed a considerable part of 
their external trade, but little local traffic. The Danubian 
countries are provided with a natural inland waterway 
for long-distance traffic. But except in Greece the bulk of the 
traffic was land-borne. A broad picture of the relative impor- 
tance of traffic by sea, inland waterways and railways — sub- 
ject to qualifications to be made later in this chapter — is given 
below. 

Distribution of Goods Traffic 




Average 1927-37 



(in million tons 



Sea 

Inland 

Waterways^ 

Railway 

Poland 

i6.o 


0.7 

58.0 

Czechoslovakia ’ . 

— 


3-0 

69.0 

Austria 

— 


0.8 

28.0 

Hungary 

— 


2.0 

19.0 

Roumania . 

7.0 


3-0 

26.0 

Yugoslavia . 

2.0 


2.5 

17.0 

Bulgaria 

0.5 


0.2 

5*0 

^ Open sea 

Greece |cLtwise . 

6.4 

19.0 


— 

1 .6 


50 9 

12.2 

223.6 


' Estimated, excluding transit traffic. 


History also has left its mark on the communications system. 
General development has been held up by a long succession of 
wars which affected various parts of the region. In addition, 
many a highway or railway line was built for strategic or 
political ends, rather than for the economic needs of the popu- 
lations concerned. Often they were so laid out that outlying 
areas were linked to political centres, but not with one another. 
The salient features of the communications system to this day 
are that most secondary lines converge on a few centres along 
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the main arteries, which run west to east and south-east. Those 
of Czechoslovakia formed an exception, because as a result of 
their lay-out in the former Hapsburg Empire the principal 
lines of communication run from north to south. Until quite 
recently the only other routes relatively well developed were 
those between the main seaports and their immediate hinter- 
land. Within that broad pattern the state of the transport 
system was conditioned by the general economic development 
of the several countries and, in particular, by the degree of 
industrialization they had reached. The interrelation is clearly 
borne out by the figures on railway and road density given 
below. 

As to the main currents of traffic, they were broadly as 
follows. The predominance of small and scattered production 
units in agriculture caused local traffic between villages and 
the nearest market towns to be divided into a great number of 
very small local currents. A second stronger stream flowed 
from the market towns to the main assembly and distribution 
centres. It was subjected to wide seasonal and also to yearly 
fluctuations, according to the size of harvests. Communications 
between sources of raw material supplies and industrial centres 
on the one hand, and between industrial and distribution 
centres on the other, varied according to local conditions. As in 
most countries of the region, industry was concentrated in a 
substantial measure around the capital, this situation contri- 
buted to the convergence of the goods traffic upon those points. 
Another important flow of traffic was that between surplus and 
deficiency areas in primary commodities, such as cereals, fuel, 
timber, etc. Lastly, external trade involved an outward 
movement of considerable quantities of bulky commodities 
(coal, timber, oil, cereals, minerals, etc.) and a much smaller 
inward movement of raw materials, semi-manufactured and 
manufactured goods. Except where it had easy access to the 
sea, the flow of external traffic was greatly under the influence 
of the routes of communication built by foreign countries as 
part of wider transport and economic plans of their own. To 
quote but one example from recent experience, the economic 
preponderance obtained by Germany in South-Eastern Europe, 
especially after the annexation of Austria in 1938, was due in 
no small measure to the peculiar lay-out of the communications 
system referred to above. 
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Means of Transport: Capacity, Output, Deficiencies 
Sea Transport 

Because of its inherent cheapness and the higher degree of 
economic independence it secures, sea transport has an impor- 
tance for the countries of the region which is out of proportion 
to the figures of actual traffic. That aspect involves political 
issues which lie outside our scope; but attention must be drawn 
to the wider implications of sea outlets, and to their close 
connection with the problems which come within our imme- 
diate purpose. 

The part played by sea transport in the goods traffic of some 
of the countries is shown by the following figures. 


Sea Transport 
(In thousand tons) 



Total 

Sea- 

borne 

Traffic 

Internal 

Trade 

(Coast- 

wise 

Traffic) 

External 

and 

Transit 

Trade 

Seaborne 
Exports 
as % 
of all 
Exports 

Seaborne 
Imports 
as % 
of all 
Imports 

Length 

of 

Coast- 

line 

Poland . 

16,300 



78 


km. 

140 

Roumania . 

6,500 

— 


60 

30 

446 

Yugoslavia . 

2,200 

200 


46 

30 

1,562 

Bulgaria 

530 

100 

430 

45 

33 

311 

Greece . 

25,100 

18,700 


92 

89 

3.980 


Sea traffic was gradually gaining in importance before the 
war. The most striking case was that of Poland, where the 
proportion of sea-borne trade to total foreign trade increased 
about tenfold between 1922 and 1938. Part of the external 
trade of Czechoslovakia, Austria and Hungary, which had no 
direct sea outlets, was also carried by sea through foreign ports, 
especially Hamburg, the Baltic ports and Trieste. The total 
sea-borne trade of these three countries may be estimated at 
a minimum of 10 million tons; about two-thirds of this was 
handled by ports outside the region. 

The case of Greece is a special one, for the geographical 
reasons stated before. For the other countries sea transport was 
confined largely to external trade, but in that sphere it played 












64 ECONOMIC DEVELOPMENT IN S.E. EUROPE 

an important part, especially for staple exports of a bulky 
nature (coal, oil, timber, grains, etc.). On the import side, the 
main goods entering into sea traffic were ores, scrap iron and 
metals, textile raw materials and overseas produce. 

The distribution of sea traffic among the main ports of the 
region was as follows. 


Traffic in the Main Ports 
Year: 1937 
(In thousand tons) 



Calls 

Cargo 

Registered 
Tonnage 
per year 
(mean 
between 
Arrivals 
and 

Departures) 

Goods handled* 

Inward 

Outward 

Poland: Gdynia 

6,500 

1,500 

7,700 

Danzig 

4,800 

1,500 

5,600 

Roumania: Constanza 

4,400 

140 

5,200 

Galatz 

705 

105 

400 

Yugoslavia: Dubrovnik 

3-050 

1 10 

265 

Split . 

4,100 

no 

550 

Susak , 

1,442 

165 

494 

Bulgaria: Bourgas 

849 

112 

170 

Varna . 

756 

79 

156 

Greece^: Pyraeus 

3,600 



Salonika "I 

T finrv 

y 4,100 

2,300 

Patras / 

1 ,OUO 

J 



^ Excluding coastwise traffic. 

Source: German Statistical Year Book, 1938. 


The handling capacity at the main sea ports was generally 
adequate for the existing volume of traffic. The main defi- 
ciency of sea transport was the lack of facilities for the transport 
of perishable goods. Certain markets — like the Middle East 
for Danubian fruit, meat and dairy products — could not be 
reached at all for that reason, while markets on the western 












TRANSPORT 


65 


seaboard of Europe had to be reached through the trans- 
continental railway system, at a cost considerably higher than 
the sea freight. 

The following figures on pre-war freight rates may help to 
illustrate the cheaper cost of sea transport. 

Shillings 
PER Ton 
Converted at 
1938 Rates 

Cereals of Exchange 

Braila to Rotterdam (by sea, about 6,300 km.) . 12/8* 

Braila to Regensburg (by the Danube, 2,200 km.) 2 1 /6 

Novisad to Rotterdam (via Danube and Black 

Sea, about 7,500 km.) . . . . 22/- 

Novisad to Swiss frontier (by rail 850 km.) . 24/- 


Processed Fruit (Strawberry pulp) 

Bulgarian Black Sea port to London by sea . 28/- 

Bulgarian frontier to London, by rail . . 100/- 

* Average, 1938-33 


Inland Waterways 

Goods Traffic on Inland Waterways 



Length of 
Navigable 
Rivers^ 

Estimated 

Freight 

Carried 

Freight 

PER KM. OF 

Navigable 

Waterway^ 


km. 

million tons 

thousand tons 

Poland 

765 

0.7 

0.9 

Czechoslovakia 

380 

3-0 

7.8 

Austria 

■ 349 

1 .0 

2-9 

Hungary 

600 

2.0 

3-3 

Roumania . 

1,700 

3.0 

1.8 

Yugoslavia . 

1,300 

2-5 

1-9 

Bulgaria . . i 

397 

0.2 

0.5 

Greece 


— 

— 


^ Navigable for vessels over 400 tons. 


Inland waterways played a comparatively small part in the 
region’s traffic; for the region as a whole, the proportion was 
less than 4 per cent of the total traffic. They had, however, a 
certain significance in the external trade of some Danubian 
countries (for detailed figures see Appendix). Inland water 
transport was confined largely to naturally navigable rivers, 
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with only some sectional regulation and short, connecting 
canals. As the character of the traffic varied widely from river 
to river, it must be considered separately for the main river 
systems. 

A. Danube. Although the Danube, with a navigable length 
of 2,390 km., is by far the longest navigable waterway in 
Central Europe, traffic on the river was relatively small. The 
peace-time traffic of 5-7 million tons yearly compared with a 
traffic of 70 million tons on the Rhine system. In 1936, a peak 
year in the inter-war period, traffic on the Danube showed the 
following picture. 

Danube Traffic 
(In thousand tons) 


From 

To 

Germany 

To 

Austria 

To 

Czechoslovakia 

To 

Hungary 

To 

Yugoslavia 

To 

Bulgaria 

To 

Roumania 

Total 

Germany. 

40 

140 

10 

180 

60 


40 

490 

Austria . 

40 

180 

3 

130 

20 


20 

399 

Czechoslovakia, 

10 

20 

50 

30 

1 10 

40 

30 

290 

Hungary . 

140 

200 

60 

1,200 

25 

10 

150 

1.785 

Yugoslavia 

220 

140 

190 

90 

1,300 


— 

1,942 

Bulgaria . 

15 

10 

•5 

5 

3 


3 

56 

Roumania 

220 

390 

440 

300 

200 

80 

1,000 

2,630 

Total 

685 

1,080 

768 



163 




Total Traffic 
(In thousand tons) 

Internal traffic . . . 3,775 — average haul 350 km. 

External traffic downstream . 1,029 — average haul 808 km. 

External traffic upstream . 2,788 — average haul 1,109 1 ^^^* 

By the courtesy of Dr. O. Popper. 

The main goods carried on the Danube were oil, cereals, 
ores, coal and timber. The Danube barge fleet (details of 
which are given in the Appendix) was never used to more than 
40 per cent of capacity; in downstream traffic its utilization 
was considerably below that figure. One of the inherent dis- 
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advantages of Danube transport is that the river flows counter 
to the current of trade. The more difficult and more expensive 
upstream traffic exceeded downstream transport in the pro- 
portion of 3:1 to 4:1. Contrary to widespread belief, the Iron 
Gates narrows did not form a serious bottleneck in the flow of 
traffic: the existing installations could handle a traffic of at least 
5 million tons per year, while the pre-war peak figure of traffic 
passing through the Iron Gates canal was about half that 
quantity. Handling capacity at the main ports was likewise 
adequate; though in some of the smaller ports, especially on 
the Lower Danube, both handling capacity and other installa- 
tions were deficient. 

There was additional traffic on the Maritime Danube — 
a stretch of 180 km. — which showed the following distribution: 

Downstream . 2,285,600 tons 

Upstream . . 300,000 ,, 

2,585,000 tons 


This traffic was carried almost wholly on sea-going vessels and 
for practical purposes formed part of sea transport. Hence its 
main trend was contrary to the general flow of Danube traffic; 
downstream traffic preponderated as part of the seaborne 
outward traffic. 


B. Elbe. The Elbe, and its tributary the Vltava, were used 
fairly extensively by Czechoslovakia. The distribution of the 
traffic is given below. 

Average Freight Maximum Freight 

tons tons 


Internal traffic . 
Exports 
Imports . 


680.000 870,000 

980.000 1 ,496,000 

780.000 845,000 


External traffic was mainly to and from Hamburg; the whole 
traffic was of an industrial type (ores, metals, raw materials 
for import, coal and general merchandise for export.) 


C. Vistula. No separate figures are available for traffic 
on the Vistula. Poland’s total river traffic was, however, only 
about 800,000 tons yearly and the greater part of this was 
carried on the Vistula. (Of the 765 km. of navigable waterways 
in Poland, 425 km. were on the Vistula, 134 km. on the Warta; 
in addition, there were 154 km, of canalized rivers). 
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Lack of regularization on the Polish waterways caused con- 
siderable difficulties for Polish goods traffic, which is pre- 
dominantly of the bulky type (coal, timber, etc.), and has to be 
carried over long distances. 


Railway Transport 

Railway Transport and its Relative Importance 



Weight 
Carried 
on Railways 
IN 19371 

As 

Percentage 

OF Total 
Traffic* 

Percentage 

OF External 
Trade 
Carried 

BY Rail 

Poland 

(Million tons) 

58 

77 

(Estimated) 

21 

Czechoslovakia 

69 

93 

92 

Austria 

28 

93 

90 

Hungary 

19 

82 

77 

Roumania . 

26 

72 

18 

Yugoslavia . 

17 

76 

42 

Bulgaria 

5 

82 

22 

Greece 

2 

7 

10 


^ Incl. transit traffic. * Excluding road transport, on which no figures are available. 


Except in Greece, the railways formed the backbone of the 
transport system of every country in the region and carried the 
bulk of the internal traffic. For external traffic their impor- 
tance varied in the different countries; on the whole they 
carried a greater proportion of imports than of exports. 

The density of the railway network is shown below. 

Railway Network 



Length of 
Network 

Double 

Track 

Density 

PER 

100 sq. km. 

Density 

PER 

10,000 

Inhabitants 


km. 

km. 

km. 

km. 

Poland 

20,400 

5.500 

5-2 

7-9 

Gzechosl. . 

15.500 

1,770 

9.8 

10. 1 

Austria 

8,200 

1,446 

9-8 

13.0 

Hungary 

8,700 

i,ioo 

9-2 

II. 9 

Roumania . 

11,900 

320 

4.1 

6.6 

Yugoslavia . 

10,200 

599 

4.1 

7-3 

Bulgaria 

3.300 

— 

2.9 

5.0 

Greece 

2,700^ 

— 

2.1 

• 3-8 


^ Including i ,400 km. narrow-gauge railway. 
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The figures of density, which show a marked decrease from 
west to east, compare with a density in Western Europe of 
about 12 km. per 100 square km. and 15 km. per 10,000 
inhabitants. 

The first impression of low density is, however, modified by 
two considerations. One is the question of physical configura- 
tion: large areas in the Balkan countries— Greece and Yugo- 
slavia in particular— and also in Austria, are covered by 
mountains. In such areas neither geographical features nor 
population density favour the building of railways. 

The second consideration is the general level of economic 
development, against which railway mileage must be viewed. 
The most reliable yardstick is the national income; and while 
th& figures available for the region are far from exact, they 
may suffice for a rough comparison. The mileage correspond- 
ing to every million dollars of national income varied from 
13 km. in Yugoslavia to 6.5 km. in Czechoslovakia, whereas in 
western Europe the same figure is below 5 km. and in some 
cases even below 3 km. If weighted for population density, the 
disproportion becomes even wider. It would seem, therefore, 
that in relation to general development the railway network as 
a whole was not under-developed. 

The degree of utilisation of the railways is shown by the 
following figures. 


Railway Goods Traffic 
(Year: 1937) 



(1) 

Freight 

Conveyed 

(2) 

Traffic 

Output 

(3) 

Average 
Length 
OF Haul 

( 4 ) 

Ton-km. 

PER KM. 

OF Route 

. ^5) 

Freight 
Carried 
IN 1929 


(Million 

tons) 

(In 

ton-kra.) 

km. 

(In 

thousands) 

(Million 

tons) 

Poland 

57-9 

17,905 

305 

885 

74 

Czechoslovakia . 

68.5 

8,563 

125 

552 

83 

Austria 

27.7 

4,151 

150 

703 

36.7 

Hungary . 

193 

2,574 

133 

296 

28.8 

Roumania. 

25-7 

5,499 

215 

462 

23.0 

Yugoslavia 

16.8 

3,270 

•94 

320 

20.6 

Bulgaria . 

5-0 

907 

181 

294 

N.A. 
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The average length of haul compares with 205 km. in France 
and 170 km. in Germany. The figures in column 4 (freight-km. 
per I km. of line) compare with 810 for France, 930 for Great 
Britain, 1390 for the U.S. and 1460 for Germany (thousands 
omitted) . The high figures for Poland are explained by the fact 
that about 60 per cent of the commercial load carried by her 
railways consisted of coal, timber and stone transported over 
long distances, the sources of production being situated on the 
periphery. On some lines, especially those carrying coal, the den- 
sity of traffic amounted to 5- 10 million ton-km. per km. of route. 

The figures in the above table do not reveal the main defi- 
ciencies of the railway system. One was the uneven distribution 
of the network and the complete lack of railway communica- 
tions over vast areas. In Poland, for instance, the average den- 
sity was 5.2 km. per 100 sq. km., but within this average there 
were variations from 13.5 km. in Silesia, to 2.7 km. in the 
eastern territories. Moreover, the layout of the network which 
in its actual planning was not properly fitted to local exigencies, 
became wholly unsuited to the new currents of trade which 
came into being after 1919. In the new Czechoslovak Republic 
the flow of traffic swung a full 90 degrees from north-south to 
west-east. In Roumania the territorial changes brought to- 
gether four different communication systems, three of which 
had been based on centres outside the Old Kingdom. The result 
vvas that some railway lines were over-burdened, while others 
remained practically unused. Furthermore, the lack of ‘feeder’ 
roads prevented the adequate use of branch lines, many of which 
had to be closed down altogether. 

Yet another source of difficulty was the inadequacy and poor 
condition of railway equipment. Insufficient marshalling 
yards, sidings and signalling apparatus, shortage of warehouse 
space and of handling equipment at stations, caused frequent 
bottlenecks in traffic, even at the existing low levels of traffic 
density. Lack of special rolling stock was another deficiency; 
the Balkan countries had no container service and only a few 
refrigerator cars. Figures on pre-war rolling stock are given in 
the Appendix. 

Road Transport 

Unfortunately, no figures are available for road traffic. It 
consisted mainly of short-distance transport, most of it horse- 
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drawn. The importance of road transport for the region is 
obvious enough from the fact that about 60 per cent of its 
population is agricultural and lives in scattered rural com- 
munities. On the basis of pre-war output figures, it may be 
estimated that between 50 and 60 million tons of agricultural 
produce alone had to be carried by road. 

The length and density of the road network is shown in the 
.following table. 


Length and Density of Roads 



Total 

Length 

Length 

Surfaced 

Density 

PER 

100 sq.km. 

Density 
PER 10,000 
Inhabi- 
tants 

Length 
OF Road 
Classified 
AS Good 

Poland 

Czechoslovakia . 

Austria 

Hungary . 

Roumania. 

Yugoslavia 

Bulgaria . 

Greece 

km. 

85,470 

6q,8oo 

27,119 

29,200 

108,316 

41,063 

24,695 

13,900 

km. 

60,788 

N.A. 

N.A. 

21,000 

42,354 

N.A. 

18,489 

N.A. 

21 .9 
49.8 
32.2 
3'-4 

36.7 

16.7 

23-9 

10.7 

25 

46 

41 

33 

55 

28 

39 

19.8 



The low density of the road network is seen from the corres- 
ponding figures for western Europe — e.g. France 114 km. per 
100 sq. km., 150 km. per 10,000 inhabitants; Denmark 127 km. 
per 100 sq. km., 146 km. per 10,000 inhabitants. Even allowing 
for differences in physical conditions, and in the general level 
of development, the disparity is striking. 

The density of the road network was low not only when 
compared with that of western Europe, but also in relation to 
other branches of transport inside the region. A typical aspect 
is the relation between road and railway mileage; the ratio 
between the two varied in the region from 5:1 down to 3:1, 
whereas in France it was 15:1 and in Denmark 21:1. There 
was also a lack of balance between main roads and secondary 
roads, the density of the latter being disproportionately low. 
Although the diversity of statistical classification makes any 
exact comparison impossible, even as between the countries 
of the region, the proportion of secondary roads (communal 
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roads, connecting roads, etc.) to highways was, broadly 
speaking, between 50 and 85 to 100; the corresponding pro- 
portion for Denmark was 550 to 100. 

Another serious defect of the system was the poor quality 
of the roads. Except for the western part of the region and 
some of the main highways elsewhere, the greater part of the 
roads was unusable during the autumn and winter months, 
and hardly fitted for motor traffic at any time of the year. . 
Some figures for roads classified in the respective statistics as 
“good” are given in column 5 of the above table; drivers using 
some of these roads would hardly have agreed with that classi- 
fication. The bad condition of the roads was due to a variety 
of circumstances. Extreme weather fluctuations make special 
demands on the resistance of surfaces; that and hard usage 
by the iron-rimmed peasant carts, was responsible for excessive 
wear and tear and for heavy costs of maintenance which the 
overburdened exchequers of the states in question could ill 
afford. Most rural roads had no surfacing at all; they were 
simply earth-roads or tracks. 

Incept in the industrialized areas, motor traffic was still in 
its infancy. This may be seen from the following figures on 
mechanical vehicles in use: 

Mechanical Equipment for Road Transport 



Lorrieb 

Lorries 
PER 1,000 
Inhabi- 
tants 

Cars 

Total 

Mechan- 

ical 

Vehicles 

Inhabi- 
tants TO 

I Motor 
Vehicle 

Poland 

6,843 

1-9 

26,248 

33,091 

1,034 

Czechoslovakia . 

23,606 

15-5 

81,921 

105,527 

144 

Austria 

19,200 

29.1 

33,000 

52,200 

147 

Hungary . 

-5,486 

3.8 

17,047 

20,533 

438 

Roumania. 

4,070 

2.1 

21,000 

25,070 

777 

Yugoslavia 

3,798 

2.4 

10,986 

00 

>-• 

1,034 

Bulgaria . 

1,129 

1.8 

2,982 

4,1 1 1 

1,484 

Greece 

5,225 

7-4 

8,775 


.496 


By way of comparison, the number of lorries per 1000 
inhabitants was 103 in the United Kingdom, 177 in France, 
and 326 in the United States; the number of inhabitants 
per motor vehicle was 91 in the United Kingdom and France, 
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4 in the United States. It is noteworthy, however, that road 
transport was increasing rapidly in recent years; this may be 
seen from the following figures on the number of new licences 
issued for lorries and motor coaches. 


• Poland 

Czecho- 

slovakia 

Roumania 

Yugo- 

slavia 

Bulgaria 

1935 «>040 
1937 2,600 

1935 800 

1937 2,000 

1933 400 

1937 I. '50 

1933 100 

1937 800 

1934 43 

1937 1,000 


The figures given above show by implication the tremendous 
scope for an increase in motor traffic; but that depends above 
all on the provision of more and especially of better roads. 

The bulk of road transport was by horse and‘ox-drawn carts. 
The importance of that means of transport in the given eco- 
nomic and social setting should not be under-estimated. The 
dispersed and roadless small holdings, the varied service given 
by horses, frequently the use of carting itself as a source of 
secondary income by under-employed peasants, justified its 
use even on purely economic grounds. Some idea of the wide 
utilization of horse-drawn transport may be obtained from the 
fact that in Yugoslavia the number of peasant carts was 925,000, 
i.e. one cart to seventeen inhabitants; in Roumania 1,620,000, 
or one cart to twelve inhabitants. These facts show that while 
horse traffic should perhaps not be encouraged, neither should 
it be ignored as a factor in road transport. The policy of 
building special motor highways which was favoured in some 
countries of the region (and which, incidentally, German 
propaganda has been pressing on south-eastern Europe for 
reasons of its own), would hardly be justified by these traffic 
conditions; and that quite apart from considerations of cost. 

Aviation 

Civil aviation was confined largely to passenger and mail 
transport. Commercial freight transport by air was in an inci- 
pient stage, but an interesting feature suggesting future possi- 
bilities was the carriage of early fruit and other food specialities 
(e.g. strawberries from Bulgaria, oysters from Yugoslavia, 
caviare from Roumania) to western markets. The combined 
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luggage and freight traffic of the national air lines operating in 
Poland, Czechoslovakia, Austria, Hungary, Roumania, Yugo- 
slavia and Greece was only about 1,500 tons yearly. It should 
be added, however, that international lines (French, British 
and German) were also serving the several countries and 
carried a considerable part of the traffic. 

Future Requirements: General Considerations 

The picture that emerges from the foregoing survey of con- 
ditions before 1939 is that of a transport network which was 
generally sparse, but which had a considerable excess capacity 
in relation to the actual goods traffic it was called upon to 
carry. The system of communications was unbalanced as 
between its component parts, in particular as between railways 
and roads, which has no doubt contributed to its insufficient 
utilization. It was also unequally developed in relation to its 
various functions and their interplay. Taken as a whole, exter- 
nal communications were far better developed than internal 
communications; to a large extent they formed the axis to 
which the whole transport system was geared. Under-develop- 
ment was most acute in local communications, particularly in 
the matter of secondary roads. 

As to particular forms of transport, sea transport was 
generally on the increase. It was affected by the irregular flow 
of cargoes rather than by shortage of handling capacity. 
Similarly, inland waiter transport was well equipped for normal 
goods traffic on the Danube; in Poland, however, it was severely 
handicapped by lack of river regulation. The main deficiency 
of railway transport was the layout of the network, which 
no longer corresponded to the political and economic relations 
established within the new frontiers. In addition, both rail 
and, still more, road transport suffered from qualitative 
deficiencies: the first from inadequate equipment, the second 
from the extremely poor condition of the greater part of the 
•roads. Air transport was still in its beginnings, but it was 
established throughout the region. 

The deficiencies of the existing system, as related above, 
give only a rough indication of the requirements of the future. 
Precise quantitative conclusions would be fallacious, as neither 
capacity nor tasks, as they were before 1939, could be taken as 
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fixed quantities. Capacity has been affected by wartime 
changes which, in the nature of things, are of a more lasting 
character than changes in, say, agricultural production. The 
tasks, on the other hand, are bound to change considerably, 
both in quantity and kind, as a result of any such general 
economic and social reorganization as that contemplated in 
this report. A closer regional collaboration in the economic 
sphere would require easier communications between parts of 
the area to correspond to the new currents of intra-regional 
trade. With a sufficient degree of co-ordination, a regional 
transport policy could also take full advantage of the most 
conveniently situated points of entry and exit. In the case of 
sea transport a regional pooling of cargoes would ensure a 
mor.e regular flow of traffic and accordingly cheaper freights. 

Beyond such general considerations the question arises what 
are the desirable lines of development for the several means of 
transport? So far as railways are concerned, their restoration 
to working order and re-equipment is likely to present a huge 
task which may postpone new construction on any large scale 
for some considerable time. Even in the long run, the improve- 
ment of the existing railway system appears to be more inrpor- 
tant than new building, except where special conditions call 
for sectional construction. In Poland, it is true, several factors 
combine to make railway construction an urgent requirement. 
Except for the westernmost parts of the country, railway den- 
sity is low in relation to both area and population; the type of 
traffic suits the railways, and topographical conditions are also 
suitable. Even there, however, the re-equipment and moderni- 
zation of the existing system should, it is considered, form the 
more important part of a railway programme. Needed im- 
provements are the modernizing of the signalling system, new 
systems of train control, the provision of additional loops (which 
would increase traffic capacity without a doubling of the track), 
etc. Electrification would seem to be a desirable long-term 
objective for areas with a great traffic density and for certain 
mountainous regions, especially if the power development 
projects mentioned in the chapter on industrialization should 
come to fruition. 

As regards roads, the need for the improvement of existing 
roads is matched by the need for new construction on a large 
scale. As we have seen, secondary roads in particular are 
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grossly inadequate even in relation to existing main roads and 
railways. The various classes of roads will have to be planned 
locally in accordance with the type and volume of traffic 
anticipated and the available road building materials. It 
would lead us too far to enter into technical details here. All 
that can be said in a general way is that heavy motor roads do 
not seem immediately necessary except at the approaches to 
large cities and ports. Instead, greater attention should be paid 
to the improvement of secondary roads. Past experience 
suggests that roads of better quality will be cheaper in the long 
run owing to their lower renewal and maintenance costs. The 
special requirements of horse-drawn traffic will also have to be 
taken into consideration. 

The problem of waterway development is one on which it is 
impossible to give a definite opinion. This type of construc- 
tion usually involves a high capital cost, although this cost in 
itself shows extreme variations according to geographical and 
physical conditions. In most cases, however, the navigational 
aspect forms only part of wider water conservancy projects 
which may embrace flood control, irrigation and the harnes- 
sing of water power. Sometimes these latter aspects may 
even predominate over that of communications. We may 
recall in this connection the unused water power resources 
referred to in the chapter on industry, and their possible value 
for industrial and general development. The conclusion there- 
fore would seem to be that the possibilities of waterway develop- 
ment should be examined in the light of concrete plans and 
from an over-all point of view; that is to say, all aspects of any 
particular project should be considered together and in relation 
to alternative solutions as well as to competing capital require- 
ments. 

The development of commercial aviation will probably be 
undertaken within a broader international framework, and the 
part to be played by the countries of the region in such a 
scheme will therefore be governed by wider considerations. 
Too little is known oh the subject at the present moment to say 
anything concrete about this, but that does not mean that the 
influence of air transport could be left out of account in any 
long-range planning of communications. 

Any quantitative estimate of requirements in the several 
means of transport must belong to the realm of speculation. 
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Not only are physical conditions entirely different in various 
parts of the area, but the unequal development of communi- 
cations is, and must to a large extent remain, conditioned by the 
unequal degree of general development. The railway density of 
Austria and Czechoslovakia before the war approached that 
of western Europe. If the railway density of the whole area 
were to be brought up to the same level, the total railway 
mileage would have to be increased by some 45,000 km., i.e. 
by 65 per cent. (For the sake of comparison it may be men- 
tioned that in the period 1920-1939 Poland, which carried out 
the most extensive railway programme in the area, added 
a total of some 1,800 km. to her railway mileage.) If the 
density of roads for the area as a whole were to be brought up 
to that of Czechoslovakia before the war, the existing road 
mileage would have to be increased by 100 per cent (leaving 
aside the fact that so many of the secondary roads in the Balkans 
are not roads but tracks). But there is also another quantita- 
tive factor to be considered: national output per head in 
Czechoslovakia was more than double that in the Balkan 
countries. It would be unrealistic to work out transport plans 
without relating them to this factor. An appraisal of transport 
needs in concrete terms would be possible only if and when 
the elements for an estimate of future national output are known. 

There is, however, one important question which must be 
dealt with: that is, the relation between the specific require- 
ments of transport development and pi'oductive capacity, i.e. 
requirements in labour, material and equipment, and resources 
in the same terms. 

The Requirements of Transport Development: 

The Investment Aspect 

As in the case of industrial development, investment in 
transport raises two problems: requirements in total capital 
and requirements in specific resources. The first of these is 
left more conveniently for discussion in the concluding chapter, 
where investment requirements for transport are correlated 
with those in agriculture, industry, housing, etc. The problem 
of requirements in specific resources and their implications 
can, however, be briefly considered on lines similar to those 
followed in the chapter on industry. 
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The outstanding feature of investment in transport is the 
large proportion of labour cost. Figures available on past 
expenditure on transport construction show the following 


rough proportions: 

Railways 

Roads 

Waterways 

Labour . . . . 

Material . . . . 

% 

35-50 

40-50 

% 

50-70 

20-30 

% 

55-80 

10-15 

j 

Construction Equipment . 


— ,.y 

5-15 



Imports were largely confined to equipment and were on 
the average about one-half of the construction equipment 
required. It must be stressed, however, that all the figures are 
in the nature of broad estimates; also, they exclude the cost of 
rolling stock, vehicles, etc. But even within these limits they 
help to bring out the main implications of transport develop- 
ment. 

We will assume for this purpose, merely by way of illustra- 
tion, a transport development scheme covering main-line rail- 
ways and highways only, and providing for a total investment 
of 500 million dollars (this broad formulation leaves open the 
number of countries participating, and the period in which 
the scheme would be carried out). Expenditure on railway 
and road construction is assumed at the ratio 1:2 (at pre-war 
costs, this would allow the construction of 3,000 km. of railway 
and 5,000 km. of trunk roads suitable for medium traffic). On 
the basis of the estimates given above, the distribution of the 
total expenditure would show something like the following 
picture: 

Break-up of Transport Investment 
(In Million Dollars) 



Total 

Cost 

Wages 

Material 

Eq,uipmenT 

Miscel- 

laneous 

Costs 

Home 

Pro- 

duced 

Im- 

ported 

Home 

Pro- 

duced 

Im- 

ported 

Railways 

165 

75 

55 

5 

7-5 

7-5 

15 

Roads 

335 

190 

80 

— 

15 

15 

35 

Total 

500 

265 

'35 

5 

22.5 

22.5 

50 

In%. . 

100 

53 

27 

1 

4-5 

4-5 

10 
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Tentative as these figures are, they provide some basis for 
comparison with the requirements of industrial development. 
In contrast with the latter, in the case of transport the main 
requirement is manpower: an investment programme of 500 
million dollars would employ something like 1-1.2 million 
man-years. Hence the decisive factor is to what extent the 
increased demand created by the additional employment could 
be met by the supply of consumer goods, especially manu- 
factures; the problem of construction materials and in par- 
ticular building equipment remains a secondary one. 

Investment in transport development therefore offers certain 
advantages of flexibility in the case of the under-developed 
parts of the region. The backward areas which stand 
most in need of better communications also have a large 
reservoir of unskilled labour in their surplus agricultural 
population; and even large-scale industrialization would 
hardly be sufficient to absorb this surplus, whilst it would 
increase still further the need for improved transport. All these 
conditions speak strongly in favour of transport development. 
At the same time, the development of transport in the more 
backward countries presents special problems just because of 
their low productive capacity, which would soon create 
shortages in specific consumer goods and materials. Pending 
the building up of industrial capacity, these countries would 
have to give priority to projects using locally available labour 
and materials, e.g. secondary roads, — ^an objective which 
coincides with their most pressing requirement. Furthermore, 
in the first phase of development part of any capital help from 
outside may have to be provided in the form of mass consumer 
goods, as these will help to mobilize more fully existing idle 
resources. Here, however, we reach the domain of investment 
policy in its general aspects, a subject to be discussed in greater 
detail in the concluding chapter. 

(For further statistical data see Appendix). 

Sources (in addition to those quoted in the text) : 

Argus y Bucarest. 

Department of Overseas Trade, Reports. 

C. Evelpidi, Les Etats Balkaniques. 

International Labour Office, Public Works Policy. 

League of Nations, National Public Works. 

Siid^Ost Economisty Budapest. 

The Geographical Magazine y London; and various other periodicab dealing 
with transport matters. 



Chapter V 
MARKETING 

The problem of marketing has a number of specific aspects 
for the countries considered in this study. The changes in 
agricultural and industrial production, which previous chapters 
have suggested as both desirable and practicable, call for' 
parallel adjustments in the mechanism of marketing. Moreover, 
an adequate system of marketing services is essential if the 
still largely closed rural economy of the backward areas is to 
be brought into the marketing circuit. 

The Structure of the Market 

The wide variation in marketing services in the several 
countries considered here is shown by the percentage of the 
population engaged in these services. The respective data are 
given below, together with figures illustrating the degree of 
general economic development. 

Employment in Distributive Services 


Country 

Year 

Percentage of / 
Population enoa 

ACTIVE 

GED IN 

Approxi- 
mate 
National 
Income 
PER Hd. 

OF 

Census 

Distri- 

butive 

Services 

Trade 

Only 

Indus FRY 

INCL. 

Hand’cft. 

Austria . 

1934 

15-4 

12.8 

34-4 

U.S. $ 
150-166 

Czechoslovakia 

1930 

12.2 

8.6 

37-9 


Hungary 

1930 

10 . I 

7.0 

23-9 


Poland . 

1931 

9-7 

5-3 

16.7 


Greece . 

1928 

II. 7 

6.2 

28.2 

60-70 

Roumania 

1930 

4-9 

3-2 

•10. 0 


Bulgaria 

1926 

4-5 

2.9 

8.5 

55-85 

Yugoslavia 

1931 

4.1 

2.7 

10.7 

55-65 


Source: National Statistics. 


Although the figures of national income must be treated 
with reserve, they may suffice to indicate the order of magni- 
tude; to that extent the close parallel between national income 
and the development of marketing services is noteworthy. 

8o 
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The second important factor which determines both the 
extent and type of the existing marketing services is the distri- 
bution of population as between town and country. Taking 
localities with over 20,000 inhabitants as the dividing line, we 
get the following picture. 


Population in Town and Country 
(Year: Latest Pre-war Census for each Country) 


Country 

Total 

Popula- 

tion 

Population, in 
Localities with 
OVER 20,000 
Inhabitants 

. 

Population 
in Other 
Localities 

Austria 

Millions 

6.8 

Millions 

2-5 

% 

367 

Millions 

4-3 

% 

63-3 

Czechoslovakia . 

15-2 

3-2 

21 . I 

12.0 

78.9 

Hungary 

91 

3-2 

35-2 

5-9 

64.8 

Poland 

35- J 

6.0 

17. 1 

29.1 

82.9 

Greece 

7-1 

1-7 

23-9 

5-4 

76 . I 

Roumania . 

19-9 

2.8 

14. 1 

17. 1 

85-9 

Bulgaria 

6-3 

0.8 

12.7 

5-5 

87-3 

Yugoslavia . 

15-5 

1.8 

11-5 

13-7 

88.5 


Source: National Statistics. 


The diflferent nature of the problem of distribution as 
between town and country becomes clear when it is realized 
that the average population of a village, say, in Bulgaria, is 
about one thousand; and that the total cash income of the 
175 households or so composing the village may be only between 
£ 2 yOOO and £3,000 a year. This difference in the level of cash 
incomes, together with inherently different modes of life, 
makes for widely divergent consumption patterns as between 
town and country. An analysis of rural and urban family 
expenditure in Bulgaria is given on the next page. 

That is the picture on the consumption side. When one turns 
to the production side, and in particular to food production, 
the effect of local conditions is no less marked. The food output 
of the eight countries is produced on something like 14 million 
separate and independent agricultural holdings. Only part 
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Family Budgets in Bulgaria 



Rural Family^ 
(Smallholder) 
(including income 
in kind) 

Urban Family* 
(Unskilled Worker) 

Value of 
Goods 
Consumed 

Cash 

Expendi- 

ture 

Value of Goods 
Consumed = 

Cash Expenditure 

Food 

Shelter 

(incl. Fuel, Lighting) 
Clothing . 

Other Goods and Ser- 
vices 

Total I 
Leva 5 
Leva 
16,500 
1,820 

3450 

2,230 

ncome: 

14,000 

Leva 

1,500 

1,250 

1,850 

2,230 

Total Income: 
Leva 32,000 

Leva 

17,900 

6,650 

3.360 

4,090 


Source: 'Bulgarian Institute for Agrarian Research, quoted by Sild-Ost Economist, 
4th August, 1939. 

•I.L.O., Year Book of Labour Statistics, 1942. 


of these, namely the large and medium holdings — accounting 
altogether for some 35 per cent of the total agricultural area — 
are exclusively engaged in commercial farming. The most 
widespread type of holding, the small holding of 5 -10 hectares, 
sells only such part of its output as will secure its minimum cash 
requirements. The proportion of farm output sold shows wide 
variations, according to the size of the holding, existing com- 
munications and general economic development. The average 
figure, in relation to total farm output, was about 30 per cent for 
the less developed parts and rose up to 50 per cent in the more 
advanced western parts of the region. (The proportion in 
Denmark or Holland is 75-80 per cent). The proportion sold 
also varied according to the nature of the produce. It was 
highest for tneat, milk, eggs, fruit and vegetables — approxi- 
mately in the given order — lowest for cereals and potatoes. 
That conforms to the well-known phenomenon in peasant 
agriculture, that the food of higher value is sold while that of 
inferior quality is consumed at home. 

The following average figures for Roumania may be taken 
as fairly representative of the less developed countries. 
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Marketed Output in Roumania 



Per cent of 
Output 
Consumed 

IN the 
Household 

Per cent of Output 
Marketed 

w 

Internally 

(*) 

Exported 

Cereals 

75 

12 


Potatoes 

91 

9 


Pulses 

70 

16 


Fruit and Vegetables 

68 

28 


Slaughter Animals . 

49 

44 


Milk .... 

55 

45 


Eggs .... 

65 

20 

15 


Source: Argus, Bucarest. 


The marketing of manufactures was similarly determined by 
the basic conditions of settlement, production and communi- 
cations. In the western part of the region, where industry was 
fairly well developed, urbanisation more advanced and com- 
munications better, there was a regular two-way flow of goods. 
By providing an expanding market for agriculture among 
the growing number of urban consumers, the new industries 
also found ready outlets for their own products. In the less 
developed parts, however, the interchange was still limited, 
with the result that agriculture lacked markets, while industry 
catered predominantly for the town population. As a counter- 
part to an agriculture which sent only about 30 per cent of its 
output to the market, we find an industry selling its products, 
with the exception of a few mass articles, largely to urban con- 
sumers and to the State for military and other public needs. No 
detailed figures are available on the distribution of industrial 
goods as between town and country, but it may be estimated 
that in countries like Roumania, Yugoslavia and Bulgaria 
less than 20 per cent of the total output of manufacturing indus- 
try reached the rural population. 

Apart from some mass consumption articles such as sugar, 
matches, tobacco, salt, etc. — which, as will be shown later, 
were handled by State monopolies or subjected to large excise 
duties — the greater part of the articles for household use in these 
countries was still produced in the village. A fairly large though 
rapidly decreasing part of clothing articles was made in the 
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peasant household, either from home-grown raw materials 
(wool, flax, hemp, etc.) or from cotton yarn or piece goods 
bought in the market. A substantial part of rural, and indeed 
of town consumption, of clothing and footwear (and so on), in 
the less developed areas was supplied by handicrafts.^ Some idea 
of the relative importance of handicrafts may be derived from 
the fact that in 1936 the number of persons engaged in handi- 
crafts in Bulgaria was 135,000, or nearly half the total number, 
of persons recorded in the 1934 census as engaged in “industry 
and mining”. It should be added, however, that Bulgaria was 
the least industrialised of the countries considered. In coun- 
tries like Czechoslovakia and Austria handicrafts — other than 
those catering for the building trades and for luxury trades — 
were less widespread. (Some additional figures on the distribu- 
tion of handicrafts are given in the Appendix.) 

To round off the picture, something should be said about 
the place of exports and imports in the market structure. In 
the agricultural countries of the region, where the internal 
market — as has been seen — 'is small, exports formed quite a 
substantial part of the marketed agricultural output. Con- 
sequently the organisation of export marketing is an essential 
one calling for special machinery. As to imports, these showed 
a great diversity with a marked shift, as a result of spreading 
industrialization, from finished goods to machinery and raw 
materials. 

Functions and Mechanism of Marketing 
Assembly Trade 

The first stage in marketing is the disposal of the product 
by the producer. In view of the peculiar structure and un- 
developed state of the market described above, it is hardly 
surprising to find that a large amount of direct selling took 
place by the producer to the final consumer, without the inter- 
vention of any distributive agency. The part played by handi- 
crafts, with wares sold locally and direct to the consumer, has 
already been referred to. Even more widespread was the sale 
of agricultural produce by the small producer direct to town 
consumers. The greater part of vegetable, fruit and other 

I In Yugoslavia, for instance, 65 per cent of the footwear requirement of the 
peasant population and nearly 50 per cent of those of the total population was 
produced by peasants and village craftsmen. 
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perishable foods was marketed in this way, and mostly the 
producer acted not only as retailer but provided also his own 
transport. The wastefulness of this method of marketing is 
evident if one considers that the sale of, say, a cartload of 
vegetables or fruit, which might yield at best ten shillings (or, 
in terms of purchasing power, the equivalent of a pair of 
boots), often involved two trips of together anything between 
10 and 30 miles by cart (mostly undertaken by night); the 
payment of a toll; standing in the market place from early 
morning until late afternoon; the risk that the produce might 
remain unsold, which meant a total loss; and, in view of that 
risk, a market with violent hour-to-hour fluctuations. 

More advanced types of marketing were found in the neigh- 
bourhood of large cities, for purposes of export, and in areas 
where facilities existed for canning or other processing. Here 
one found the beginnings of an organised assembly trade, with 
local buyers, acting either as agents or as wholesalers for their 
own account. This method was used in particular for fruit, 
often picked by the buyer who had purchased the crop. A 
rudimentary assembly trade existed also for eggs and poultry, 
at least in districts specializing in these products. Larger live- 
stock was sold either to a wholesaler at a special market or 
direct to butchers. Draught animals and breeding stock were 
sold direct to users, mostly at cattle markets. 

Milk was marketed in a variety of ways. In the less deve- 
loped areas the small producer himself sold and delivered, 
bringing the milk daily to the nearest town in cans. In the 
west, co-operative marketing of milk and dairy products was 
fairly widespread and was gaining in importance. Special 
milk marketing schemes were also in operation in connection 
with the supplying of larger towns. In the greater part of the 
area, however, at least 80 per cent of the milk supply was 
marketed by producer-retailers. 

A fully organized assembly trade existed only for cereals 
and some other non-perishable agriculture products, such as 
feeding stuffs, oilseeds, sugar-beet, tobacco, etc. For some of 
these special marketing organisations were in existence. Sugar- 
beet, for instance, was mostly grown and sold under contract 
to the sugar factories grouped in cartels. Tobacco was sold on 
a similar basis in countries where there was a State monopoly. 
In Greece and Bulgaria a considerable part of the tobacco crop 
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was marketed through co-operative organisations. Oilseeds 
also were often marketed under advance contracts to manu- 
facturers or export organizations. Cereals were sold by the 
small producer mostly to a local dealer who resold to a whole- 
saler. The medium and large holdings sold directly to whole- 
salers or millers. Export of cereals — and of most other agri- 
cultural produce — also passed through the hands of one or 
more specialized export merchants having established connec- 
tions with foreign markets. 

In more recent years official buying and export organizations 
were set up for cereals in practically every country of the 
region. The Czechoslovak Grain Company, established in 1934 
in the form of a semi-public corporation, with the participation 
of the producers’ and consumers’ co-operatives, of the flour 
mills and private trade, provided an interesting example of 
combined marketing under public control. 

Co-operative societies also played an increasing part in the 
assembly trade. In some cases they acted as buying agents for 
the State or were vested with monopoly powers (e.g. compul- 
sory co-operatives of citrus, fruit and wine growers in Greece, 
grain marketing in Austria). In other cases they handled a 
fixed quota of exports under special licence. Some indication 
of the relative share of co-operative societies in the collection of 
agricultural products may be obtained from the . following 
estimates: in Poland they handled 90 per cent of butter exports, 
20 per cent of grain exports, 10 per cent of marketed milk; in 
Czechoslovakia 60 per cent of marketed grain, 15 per cent of 
marketed milk; in Hungary 10 per cent of marketed milk, 40-60 
per cent of exported cattle and dairy produce; in Bulgaria 20 
per cent of egg exports, 20 per cent of the tobacco crop; in 
Yugoslavia 40 per cent of cattle exports. 

As regards the marketing of other than agricultural products, 
the method of disposal by the producer differed, in the first 
place, as between handicrafts and manufacturing industries 
proper. In the case of handicrafts the craftsman marketed his 
own product, though some attempts were made in recent 
years to set up joint marketing organizations, in particular for 
purposes of export. Manufacturers sold either to wholesalers 
or to retailers, maintaining their own sales organizations; there 
were also instances of direct retailing to the consumer, espe- 
cially in the shoe and clothing industries. Joint sales organi- 
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zations operated by industrial cartels were not uncommon 
(e.g. sugar, paper). 

Storage 

Storage is not only an essential part of marketing but it 
affects the whole system of distribution in all its stages. The 
marked difference in type and degree of organization for the 
marketing of non-perishable and of perishable foodstuffs 
already mentioned had its counterpart in the unequal storage 
facilities available for the two groups. 

Information is scanty on grain warehousing capacity, but 
total space seems to have been fairly adequate in Czechoslo- 
vakia and Austria and to a lesser extent in Hungary, and less 
so in the other countries. The following data indicate the pre- 
war situation in some countries of the region: 

Poland: Capacity in 1938 about 150,000 tons; a new ten- 
year plan adopted in 1938 provided for the construction of 
large regional silos (70,000 tons) and of smaller silos (50,000 
tons). (Average yearly production of cereals: 7 million tons). 

Hungary: 69 public warehouses with a total capacity of 

400.000 tons, of which 100,000 tons in Budapest. Only 

120.000 tons capacity were modern installations. (Average 
yearly production of cereals: 2.5 million tons). 

Roumania: Total capacity in 1938: 125,000 tons, of which 

39.000 tons modern silos. A construction plan for an addi- 
tional capacity of 250,000 tons was begun in 1938. (Average 
yearly production of cereals: 6 million tons). 

Bulgaria: Except for a few small silos of 500 tons each 
owned by co-operative societies, there were no modern silos. 
The gapacity of privately owned warehouses is not known. 

Apart from the absolute shortage indicated by these figures, 
there was an uneven distribution of storage space, which was 
usually located in a few centres of consumption and export. 
It will also be seen from the figures given that the proportion 
of silos — with proper installations for drying, ventilation, 
cleaning and grading — was small. 

The situation with regard to cold storage was even more 
unsatisfactory. With the exception of the western parts of 
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Czechoslovakia and of Austria, public cold storage facilities 
were grossly inadequate before the war. Only the capitals and, 
in some cases, the main ports were equipped with public cold 
storage installations. For example, Poland had in 1938 two 
public cold storage plants totalling 19,000 tons at Gdynia, and 
two of 2,500 tons each in Warsaw and Lodz; Roumania had 
one plant at Constanza and one at Bucarest (totalling 10,000 
tons). In addition, a number of small plants attached to, 
slaughter-houses and processing industries existed in every 
country. It is interesting to note that cold storage facilities have 
been considerably expanded since the war, presumably under 
German direction. In Bulgaria, for example, where cold 
storage space was negligible before the war, at the end of 1941 
the cold storage under public control was 15,500 square metres, 
that in private hands 17,000 square metres; the total capacity 
was about 45,000 tons. Even this figure is, however, consider- 
ably below total requirements, which are estimated at 100,000 
tons. 

Processing 

Processing belongs, strictly speaking, to the field of industry, 
but it has an important bearing on marketing as an alternative 
and partly complementary means for the preservation of food- 
stuffs. Some of the industrial aspects and possibilities of pro- 
cessing in the region have already been given in the chapter 
on industrial development. It may be added that wherever 
food processing factories were set up in the past, both the 
marketing organization and indeed the production structure 
of whole areas were radically transformed. One limiting 
factor, both for the radius of operation, and in many cases 
even for the setting up of such plants has been the lack of 
communications, refrigerated transport and cold storage. 

A detailed description of the existing food-preserving and 
processing industries would require a study in itself. For our 
present purpose it. may suffice to give an indication of their 
relative part in the marketing of the specific agricultural or 
animal products involved. From that viewpoint the Polish 
meat-curing and canning industry, with a yearly output of 
some 60,000 tons of bacon and 20,000 tons of ham and tinned 
ham, played an outstanding part. The pulping of tomatoes 
accounted for a considerable portion of that crop in Hungary 
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and Bulgaria; in the former the proportion was nearly 50 per 
cent of the crop. Other typical figures for Hungary (where the 
industrial processing of vegetables was comparatively well 
developed) were 6.7 per cent for peas, 7.5 for white cabbage. 
For fruit, however, the percentage was only 1.2 per cent in 
Hungary and it was probably not much higher for any of the 
other countries. All these figures, however, are for 1936; a 
.considerable expansion has taken place since the war began. 

Financing 

Financing is another essential part of the marketing process. 
Because of the stringency of money throughout the region, it 
had to be carried out mostly on funds secured at high cost. 
The average rate charged for bank advances against ware- 
housed goods varied in the years before the war between 9 
and 15 per cent. The rate depended, among other things, on 
the condition of the warehouse where the goods were stored. If 
storage was not of a class suitable for the issue of negotiable 
warrants, the difference in bank charges amounted to as 
much as 3-4 per cent. 

Although agricultural credit for financing production belongs 
to a different category, the absence of such credit facilities had 
a close bearing on marketing. It often forced the small pro- 
ducer to throw his crop on the market as soon as it was har- 
vested, or to borrow from moneylenders before the harvest was 
gathered. Either course is bound to impair orderly marketing. 
It should be added, however, that both declined somewhat in 
recent years, thanks to the organisation of credit co-operatives 
and of state-supported institutes for agricultural credit. 

Risk-bearing is a further function of marketing at the stock- 
carrying stage. Being less tangible than the other functions — 
with which it also overlaps to some extent — there is a tendency 
to ignore it as an economic function, or to confuse it with specu- 
lation in commodities. This is not the place to discuss the 
limits of legitimate risk-taking. One might mention, however, 
at least two risks, the commercial character of which can 
hardly be gainsaid, and which are considerably enhanced by 
the conditions prevalent in the region. One is the risk of physi- 
cal deterioration through lack of adequate storage facilities; the 
other is the risk of excessive price fluctuations brought about 
by a variety of circumstances — some of them have been men- 
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tioned and others will be considered below. These extra risks, 
whether they are assumed by the wholesale trade — which is 
the case in the more advanced type of marketing organization 
— or by the retailer or producer-retailer, are likewise bound to 
add to the cost of marketing. 

An important marketing function between assembly and 
retailing is the preparation of the goods for ^ale, i.e. sorting and 
packing. In view of the specialized skill and equipment required 
for this comparatively novel type of service, it is perhaps not 
surprising that it is not far advanced in the greater part of the 
region. Both the implications and the deeper causes of this state 
of things deserve, however, close attention. Its consequences 
are most acutely felt in the export trade, as foreign markets, 
especially those in the west, demand special standards of grading 
and packing. The price paid for ungraded produce, e.g. pulses, 
clover, seeds, etc., was 30-40 per cent lower than for graded 
varieties. Even in the case of wheat, a staple commodity, the 
absence of uniform grades accounted for price differences of 20 
per cent or more. Fresh fruit was entirely unsaleable in the 
more distant foreign markets for lack of adequate sorting and 
packing. 

Admittedly, these difficulties are largely due to the pre- 
vailing conditions of production. The large number of small 
producers, the different varieties and unequal quality of output 
and the relatively small quantities marketed individually, are 
so many handicaps to uniform standards. That much could be 
done despite these difficulties is shown, however, by recent 
experience in the region itself. During the last few years before 
the war considerable progress was achieved in the sorting and 
packing of fruit in Hungary, Yugoslavia, Bulgaria and Greece. 
Hungary had 46 fruit-packing stations, Yugoslavia 41. The 
egg-exporting countries (Poland, Hungary, Roumania, Yugo- 
slavia, Bulgaria) introduced compulsory standardization and 
supervision of quality and packing. Co-operative societies 
played an important part in many of these activities. The 
figures given above, while showing a promising beginning, 
show also the need for a much greater effort in future. 

Although strictly speaking it does not form part of marketing 
proper, transport is closely tied up with assembly, and distribution 
at all stages. Our discussion of cbmmunications has already 
shown that lack of adequate communications, especially roads. 
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makes marketing difficult and costly. One visible result was a 
substantial difference in local prices, according to the position of 
the locality in regard to communications. Aiiother deficiency 
to which reference has already been made was the lack of 
motor transport, refrigerated transport and containers for the 
carriage of perishable goods. A third important effect of 
transport on marketing is produced by unnecessary transporta- 
tion. Bearing in mind that railway freights form a high 
proportion of distribution costs for all bulky commodities — in 
the case of some, like potatoes or coal, they may even exceed 
the cost of production — the effects of this factor should not be 
underrated. 

• 

Retail Trade 

The organization of retailing in the region took various 
forms. It was conditioned both by the structure of the market, 
and by cumulative deficiencies in storage, transport etc. As 
already mentioned, in many instances and especially in the 
less advanced parts, retailing was undertaken by the producer 
himself. Diversified retailing in specialized shops, as known in 
western Europe, was practised as a general rule only in the 
western areas, the capital cities and a few of the larger towns. 
In the remaining parts, groceries, foodstuffs in general and 
smaller manufactures of everyday use were sold in general stores; 
in the villages these stores would also sell liquor and buy grain 
and other produce. Ready-made clothing and footwear were 
retailed to the rural population mainly in the market towns, 
the commonest practice being to run special stores for articles of 
peasant consumption in or near the market place. 

Incomplete as the available figures on retail trade are, they 
help to bring out some salient features. The disproportion 
between the urban and rural density of retail shops has already 
been referred to. The figures for Bulgaria show a density of 
of 17.4 per 1000 inhabitants in towns and 3.8 per 1000 in 
villages. The average density per country, as a whole, varied 
with the general state of development and urbanisation. It 
was II.? per 1000 inhabitants in Czechoslovakia, 10.7 in 
Poland, 9.3 in Roumania, 6.7 in Bulgaria. Specialization 
according to branches, so far as ascertainable, followed fairly 
closely the consumption patterns of the environment, the food 
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trade accounting for from 50 to 60 per cent of the total, textiles 
from 10 to 15 per cent. One-man enterprises were prevalent: 
in Poland, out of 374,000 retail shops 344,000 belonged to that 
category. The average personnel per shop (including the 
owner) was between 2 and 2.5. 

The departinent type of retail store was rare. A small 
number of department stores existed in the large towns (in 
Hungary, for instance, department stores accounted for 1.2 
per cent of the total retail turnover) . Chain stores were virtu- 
ally unknown. On the other hand, co-operative retail distribu- 
tion was making steady progress before the war. There were 
well-established organizations of consumers’ co-operatives in 
Czechoslovakia and Austria, catering for the industrial popula- 
tion of the towns. The Czechoslovak societies handled ten per 
cent of the retail trade. In other countries, such as Poland, 
Hungary and Bulgaria, mixed co-operative societies supplied 
villagers with articles of everyday use (tobacco, salt, matches, 
sugar) and with agricultural implements, fertilisers, copper 
sulphate, etc. In 1937 the Bulgarian societies handled about 
25 per cent of both retail and wholesqile trade. In Roumania, 
Yugoslavia and Greece the credit co-operatives increasingly 
extended their activity in a similar way. In recent years the 
co-operative movements, apart from those in Czechoslovakia 
and Austria, were largely financed by the State, which gained 
thereby a growing influence in their management. 

As already mentioned elsewhere, most mass consumption 
articles were sold at prices and margins fixed by a state mono- 
poly or by industrial cartels. Matches, salt and, in most cases, 
tobacco were monopoly articles; alcohol, paraffin and sugar 
were subject to an excise duty, and their sale was supervised 
by State agencies. The retailing of some of these articles was 
subjected to a special licence. 

It may be added that the organization of the retail trade has 
undergone considerable changes since the beginning of the 
war. A large number of small shopkeepers have been forced 
out of business, partly on racial grounds, partly through labour 
mobilization. In some countries the co-operative distributive 
organizations have been strengthened (e.g. Hungary, Rou- 
mania, Bulgaria), in others (e.g. Austria) they have been 
dissolved. State intervention has, of course, increased con- 
siderably through the fixing of prices and profit margins. 
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and similar measures. In accordance with German practice, 
the influence of industrial cartels has also greatly increased. 

Trade Margins and the Costs of Marketing 

The whole question of cost and of possible economies in 
marketing has to be approached from the broader angle of the 
best utilization of productive resources, for costs of distribution 
are not in themselves a waste. A good example is the custom 
described earlier in this paper, under which the peasant pro- 
ducer takes his cartload of vegetables to the town for direct 
retailing. There is no ‘middleman’ involved in the operation 
and the visible cost of marketing is nil. Yet the real cost of 
marketing is undoubtedly higher than it would be under an 
organised distribution system. 

Before turning, therefore, to the question of distributive 
margins and their components — each of which might contain 
elements of waste — let us consider those effects of defective 
marketing which involve an absolute loss to the national 
economy. An obvious instance is waste through physical 
deterioration. Although a certain amount of such waste is 
unavoidable even under the most efficient marketing, the 
inadequacy of suitable storage space is bound to increase that 
proportion. Even for cereals, where the risk of physical deterio- 
ration is smaller, and storage accommodation relatively more 
abundant, the annual loss through lack of storage was esti- 
mated at something like 5 per cent of the total output in 
Poland and in Roumania. (No comparative figures are 
available for other countries.) 

Another important source of loss to the national economy 
was the lower price obtained for exports on account of in- 
adequate grading and packing. Here again, only broad esti- 
mates can be made, but the yearly loss on this account in the 
period 1934-7 may be put, on a minimum estimate, at 
million for the several countries combined. 

Little information is available on distributive margins. Com- 
pared with western standards, transport costs and wholesale 
margins were considerably higher; in the retail trade the 
difference lay rather in the quality of service (packing, delivery, 
etc.). The retail price of bread in Warsaw showed the follow- 
ing break-up (iQSS)- 



94 


ECONOMIC DEVELOPMENT IN S.E. EUROPE 


% 

Bread grain (farmer’s price) . 43 

Wholesale trade ... 7 

Miller’s margin and transport . 13 

Baker’s margin . . -37 

Source: German Institute for Business Research (based on Polish calculations). 

In the U.S., wheat wholesale cost was 1.2 per cent, miller’s 
margin and transport together lo.o per cent; on the other hand, 
the baker’s margin was 55.4 per cent and there was an addi- 
tional cost of 19.3 per cent for retail trade.^ (This service was 
absent in the Polish example, the bread being retailed by the 
baker). The whblesale margin for grain varied as between the 
several countries of the region between 5 and 10 per cent., 
that for catde and pigs between 12 and 18 per cent. In retail 
trade, the average gross margin varied between 20 and 23 per 
cent; costs — i.e. rent, salaries, and direct taxes — between 14 
and 18 per cent. An investigation carried out by the Czecho- 
slovak Statistical Office into retail trade in 35 cities (1935) 
established that prices at the consumers’ co-operative societies 
were, on the average, 5.1 per cent below those in other retail 
stores. 

Distributive margins were especially high for perishable 
foodstuffs. The following break-up for milk retail prices, with 
comparative figures for other countries, is illuminating. 


Composition of the Retail Price of Milk 
(In Percentages) 



Warsaw 

(Poland) 

Belgrade 

(Yugo- 

slavia) 

Zurich 

(Switzer- 

land) 

Copen- 

hagen 

(Denmark) 

Producer . 

30 

37-5 

63 

65 

Transport . 

20 

15 

L oc\ 

0 A 

Wholesale Trade 

34 

22.5 

I 

24 

Retail Trade 

16 

25 

17 

II 


100 

100 

100 

100 


Sources: F. Wisnievski Uwazi o przcbicgu ccn produktow rolnych w okresie, 
Warsaw, 1935. 

For Yugoslavia; Figures supplied privately. 

Switzerland: Quoted by J. Hirsch, Die Handelsspanne. Berlin, 1931. 
Denmark: Landbrugsraadets Meddelelser, Copenhagen, 1943. 

^ Does Distribution Cost Too Much? Twentieth Century Fund. 
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It may be added that even in the United States, where milk is 
usually delivered over greater distances and the standard of 
service is exceptionally high, the farmer obtained 46.8 per cent 
of the price paid by the consumer. 

Price Fluctuations 

Among the indirect effects of defective marketing mention 
must be made of excessive price fluctuations. The inadequate 
organization of marketing is, of course, not the only or even the 
main cause of price fluctuations. There is, however, an inter- 
action between the two in that fluctuations tend to increase 
distribution costs through the greater commercial risk involved, 
while fluctuations are in themselves often due to deficiencies 
in the distribution system, as distinct from general economic 
factors. To this category belong, for instance, local fluctuations 
due to inadequate transport and those other facilities to which 
reference has already been made. Local differences up to 
25 per cent for cereals were quite common in the agricultural 
countries of the region. For perishable goods the differences 
were much greater; the retail price of milk in different towns of 
Yugoslavia varied between 2 and 4 dinars, in Roumania 
between 4 and 10 lei per litre. In the case of fruit and vege- 
tables price differences were even higher, with markets iso- 
lated from one another and responding violently to every 
change in local supply or demand. 

Excessive seasonal fluctuations were also largely due to in- 
adequate marketing machinery. Lack of storage capacity and 
of easy financing of stocks provoked a recurring slump in cereal 
prices immediately after the harvest, usually followed by a 
steep rise in the late spring. In Yugoslavia, for instance, the 
price of wheat on the Belgrade Exchange fluctuated in the 
agricultural year 1935-7 between 126 and 180 dinars, the 
price of maize between 60 and 118 dinars. (The American 
wheat price in the same period ranged from 124.87 to 154.58 
cents). The main sufferers were, inevitably, the ‘weak sellers’. 
‘Dwarf’ holders who consume what they produce but whose 
cereal crop does not usually last from one harvest to another, 
were also badly affected. 

Again, seasonal fluctuations were even wider in the case 
of perishable foodstuffs. Egg prices ranged in the winter 
months about 180-200 per cent above summer prices. While 
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in season fruit was virtually given away, during the rest of the 
year it was a luxury inaccessible to the average consumer even 
in canned form. In Roumania the pre-war consumption of all 
canned fruit per head of population was slightly over -Jib. 
yearly; rural consumption was practically nil. Only a sum 
total of all these effects, ranging from waste of food to mal- 
nutrition, could therefore convey an adequate idea as to the real 
cost of inefficient marketing caused by lack of preservingfacilities. 

Possibilities of Improvement 

The facts presented here make it abundantly clear that most, 
if not all, deficiencies in the existing system of marketing are 
bound up with deeper economic causes. That being so, these 
deficiencies could not be effectively remedied without parallel 
action in other fields. Assuming, however, that such concerted 
action is forthcoming, certain immediate improvements are 
clearly called for. 

Improvement in marketing equipment should provide the first 
line of attack. Marketing equipment in this sense would in- 
clude slaughter-houses, weighing-bridges, public market places, 
storage facilities and even processing plant. 

Only part of this kind of equipment could be developed on a 
regional scale. Improvement of facilities of a local character 
would be best left to action by local authorities, but in many 
cases local initiative would have to be stimulated and aided ’by 
grants from some central fund. As for requirements in pro- 
cessing plant, these belong in the main to the realm of indus- 
trial development, and must form part of the industrialization 
programme. Their importance for agricultural marketing 
justifies the high place already given them in the suggested 
scheme of industrial development. Canning factories, meat and 
fruit-packing stations, and fruit-drying installations are cases 
in point. 

The central requirement of an improved distribution system 
in this respect is, however, storage room of adequate size and 
quality, located according to the main currents of trade. 
Consequently, the development of storage facilities forms a 
close parallel to the development of transport and would also 
call for planning on a regional basis. As has been shown 
earlier, the greater part of the area is poorly equipped with 
cold storage facilities. This type of storage will be specially 
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important if the consumption of perishable foodstuffs is to be 
encouraged. 

The requirements in public facilities for cold storage could 
best be met by the development of a ‘cooling chain’ from pro- 
ducer to consumer, with plants for chilling and freezing situated 
near the centres of production and those for cold storage near 
the centres of consumption. It would be beyond the scope of 
these pages to enter here into such technical details as types of 
plant and their size, the balance between cold storage facili- 
ties and freezing plants etc. Another important requirement 
is the provision of modern silos, equipped for mechanical 
cleaning, drying, grading and ventilation of cereals, pulses, 
seed, etc. The silos should also be planned as a network, in 
varying sizes, and co-ordinated with the development of 
communications. 

The provision of adequate storage facilities would in itself 
remove one of the main obstacles in the way of commodity 
financing. It would facilitate the generalization of the warrant 
system, thereby simplifying credit formalities and also lowering 
bank charges. As long as the volume of such credits is kept 
within reasonable limits, the banking system, with the help of 
the central banks, should be able to meet the demand for 
short-term accommodation. That would not apply, however, 
to stocks carried over longer periods, in particular to any buffer 
stocks. The financing of these would constitute a separate 
problem calling for international action. Special action would 
also be called for to provide seasonal agricultural credits for 
financing production and staggered marketing by the producer. 
Although the question belongs more properly to the supply of 
working capital for agriculture, its close bearing on the problem 
of marketing deserves emphasis here. 

Improvements on the organisational side of distribution are 
largely dependent on the provision of adequate technical 
installations and easier finance. For the greater part they 
could only be undertaken as and when these basic requirements 
are secured. The meagre data available on comparative costs 
of distribution do not warrant any concrete recommendation as 
to the types of distribution best suited for various classes of goods 
and for different market conditions. Indeed, a factual exami- 
nation of these problems on the spot by means of a distribution 
census, would be a first step towards improvement. 
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It would seem, for instance, that for milk and milk products 
co-operative distribution offers important advantages. Simi- 
larly, the type of semi-public corporation introduced in 
Czechoslovakia for the assembly and distribution of cereals 
would be worth investigating, with a view to its possible exten- 
sion to other countries and to other staple products. A measure 
of public control over the distribution of the main foodstuffs is 
not only desirable, but for several years after the war will be 
inevitable on account of probable shortages. Other general 
measures that may contribute to the improvement of marketing 
include the standardization of agricultural and industrial 
products. In this sphere, too, wide scope would be offered for 
.action on a regional scale. 

Improvements in export marketing have a twofold part to play. 
Improvements in standardization, grading and packing would 
result in better export prices and consequently in a net addition 
to foreign receipts. Secondly, experience has shown that such 
improvements lead invariably to the gradual spreading of the 
higher standards to the internal market as well. These objects 
would be greatly helped if there were a co-ordinating authority, 
on a regional basis, which might investigate market require- 
ments, give advice and assistance to producers, supervise the 
quality of exports, and perform other similar tasks. 

Improvement in marketing in the various fields here con- 
sidered touches upon several aspects of the standard of living. 
A more balanced diet through improved food preserva- 
tion, more food through the reduction of waste, better terms 
of trade through improved export marketing, a more intensive 
exchange between agriculture and industry through improved 
channels of communication — all these would make their 
contribution in different forms, so that it would hardly be 
possible to size up the total effect in concrete terms. If never- 
theless one aspect is singled out to illustrate the implications of 
possible improvements that is because of its close bearing on 
the findings of previous chapters. Milk, as has been shown, 
is a prime requirement for any improved standard of nutrition 
in all the countries of the region. Dairy farming has also been 
found to be eminently suitable as a line of future agricultural 
development. The present chapter has given figures to show 
that before the war the cost of milk distribution made up 
60 to 70 per cent of the retail price, as compared with 35 to 
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40 per cent in certain western European countries. Assuming 
that by a series of technical and organisational improvements 
the total cost of milk distribution could be reduced from 65 per 
cent to, say, 45 per cent of the retail price, and that this saving 
in cost were to be shared in equal parts by producer and con- 
sumer, the benefit would be substantial for both sides. The 
producer would receive for his milk 30 per cent more than 
before and could buy manufactures and other foodstuffs with 
that increase in income; at the same time the town consumer 
could buy 1 1 per cent more milk for the same outlay as before. 
This one example may help to place the problem in its true 
perspective. The prospect of intensification in agriculture and 
of large-scale industrial development hinges as much on 
improved marketing as on better physical communications. 

(For further statistical data see Appendix). 

Sources (in addition to those quoted in the text) : 

National Statistics. 

League of iNauons statistical publications. 

German Siatistical Quarterly. 

International Institute for Inter-Co-operative Relations, Reports. 

Investigations into the margin between producers’ and consumers* prices, 
International Institute of Agriculture, Rome 1937. 

Sud-Ost Economist^ Budapest. 

Co-operative Action in Rural Life, League of Nations, 1939. 



Chapter VI 
FINANCIAL ASPECTS 

In the previous chapters some concrete problems of produc- 
tion and distribution have been examined and an indication 
has been given of the broad lines of action that would seem 
most appropriate for each particular problem. In this chapter 
an attempt is made to fit together those earher findings and to 
suggest ways and means by which requirements could be 
matched with available physical resources. 

The background of the whole problem is the size of the 
national income, to which reference has already been made in 
the first chapter. The latest available pre-war estimates of 
national income for the countries considered are given below. 


Estimated National Income 
(Gross National Income, including Indirect Taxation) 


Country 

Amount in 
National 
Currency 

Year 

Approximate 
Equivalent in 
U.S. $ 

Approximate 
Income per 
Head in U.S. | 

Austria 

(Billions) 

5.7 Sch. 


(Millions) 

1,100 

150-160 

Czechoslovakia . 

67 Kr. 


2,400 

150-160 

Hungary . 

4.4 P. 

1937 

800 

90-100 

Poland 

18 Zl. 

1937 

3,200 

go- I 00 

Greece 

55 Dr- 

1937 

550 

60-70 

Roumania . 

295 Lei 

1937 

1,200 

385 

60-70 

Bulgaria 

41 Leva 

1935 

55-65 

Yugoslavia . 

52 Din. 

1937 

870 

55-65 


Compiled from World Economic Survey 1937-38, League of Nations, and other 
sources. It must be stressed, however, that these figures are only broad estimates 
and arc not comparable, as they are based on different methods and different 
iiifternal prices. For an attempt at an international comparison of “real income” 
seiC the estimates made by Mr. Colin Clark, quoted in the Appendix. 


The above figures show the great difference in the degree of 
development reached by the various countries, a fact which 
has already emerged from the previous chapters. Its impor- 
tance cannot be over-stressed when considering the supply of 
capital and methods for its distribution. 
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Requirements and Supply of Capital 

The examination of agriculture, industry, transport and 
marketing has shown the need for additional capital equip- 
ment. Other requirements not considered here in detail 
include housing, schools, hospitals, and other public services 
and utilities. To give a better picture of these manifold require- 
ments, a tentative list of the main types of necessary capital 
investment is given below: 

Agriculture: Increase in livestock. 

Increase in implements. 

Farm buildings. 

Conversion of some arable land into orchards, etc. 
Land reclamation. 

Land amelioration. 

Irrigation plant. 

Drainage equipment. 

Research stations, model farms, etc. 

Mining: Prospecting and mining equipment. 

Power installations. 

Industry: Industrial buildings. 

Industrial machinery. 

Power installations. 

Transport: Railway track and station equipment. 

Roads. 

Waterways. 

Fort installations. 

Railway rolling stock. 

Lorries. 

Tugs and barges. 

Seagoing vessels. 

Private cars. 

Air transport installations and equipment. 
Services: Marketing installations (storage, etc.) 

Electricity, gas, water and other utilities. 

School buildings and equipment. 

Other public buildings. 

Commercial buildings. 

Housing: Dwelling houses and fixtures. 

The question which arises in the light of this diversity of 
requirements is the distribution of new investment as between 
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the various fields. Account has to be taken of the need for a 
balanced economic development; of competing claims upon a 
relatively small supply of capital; of large requirements in 
equipment which is not immediately productive. In the past 
capital development, even within the several national econo- 
mies, was haphazard and entirely un-coordinated. Investment 
statistics are apt to be inadequate, and especially so in the case 
of peasant agriculture; but judging from such indications as 
annual changes in the number of livestock and in agricultural 
implements, only a fraction of the total new investment went 
into those types of capital. The published figures for expen- 
diture on drainage, reclamation and irrigation schemes show 
much the same picture. According to estimates for Hungary, 
between 1929 and 1937 there was an actual dis-investment in 
agriculture; but that seems to be an extreme case. In mining 
and industry new investment showed wide fluctuations — both 
absolutely and relatively to total new investment — from coun- 
try to country and from year to year. On a broad estimate, 
and over a long period, between 15 and 30 per cent of new 
investment may have gone into industry and mining. Invest- 
ment for the development of communications was generally 
low in the inter-war period, its proportion in the total of new 
investment being below 5 per cent; Poland, where an extensive 
railway and road-building programme was being carried out, 
was an exception. By far the largest part of new investment 
w6nt into housing. Urban dwelling houses alone claimed 
between 40 and 50 per cent of all new investment; in Hungary 
the proportion taken by this kind of investment during the 
period 1924-37 was estimated at 61.5 per cent. 

There can be little doubt that the central direction of 
investment would become a primary necessity, and indeed the 
very basis, of any large-scale development programme. The 
distribution of new investment would vary from country to 
country according to the existence of specific resources, the 
degree of development reached, and in particular, the existing 
and proposed occupational distribution. We will not attempt 
to work out any detailed figures for the separate countries. 
But on a broad estimate the distribution of future investment 
on new development might be conceived on something like the 
following lines. 
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Proposed Distribution of Investment 
(In Percentages) 



Czecho- 

slovakia, 

Austria. 

Hungary, 

Poland, 

Greece. 

Roumania, 

Yugoslavia, 

Bulgaria. 

Agriculture 

8 

10 

15 

Industry (including 
Mining) 

30 

30 

25 

Transport 

12 

15 


Services . 

17 

15 


Housing 

33 

30 


. 

100 

100 

100 


It should be made clear that these figures, as indeed any 
other figures that might be laid down, could only serve as 
broad targets. The role of the co-ordinating authority would 
be to guide the flow of capital in accordance with long-range 
objectives, but with short-run modifications depending on 
specific productive resources available at any given time and 
place. 

The element against which all these requirements have to 
be balanced is the total supply of capital. Its components are 
that part of the national output not used for immediate con- 
sumption (i.e. internal savings), and, secondly, capital imports 
(i.e. foreign savings). The first of these, investment from domes- 
tic resources, heis its limit in the minimum supply of goods 
necessary for current consumption requirements. Clearly, this 
limit will be lower in the case of under-developed countries,, 
where total output barely suffices to satisfy even essential 
requirements. Moreover, as the leeist developed countries in 
the area with which we are concerned are predominantly 
agricultural, the size of the total national output itself is bound 
to show extensive fluctuations according to the annual harvests. 

Figures on the rate of investment in the past are extremely 
scanty for most countries of the area. Certainly the volume 
of investment showed wide fluctuations from year to year. 
Taken over a longer period of time it may be roughly estimated 
that the rate of gross investment ranged from 8 to 12 per cent 















r04 ECONOMIC DEVELOPMENT IN S.E. EUROPE 

and of net investment from 3 to 5 per cent;^ the Balkan coun- 
tries were in both cases at the lower end of the range. These 
figures, however, include some foreign investment (of which 
more will be said below). At best, therefore, they may be 
looked upon as the upper limit of internal saving capacity 
under pre-war conditions of production and economic organi- 
zation. 

These figures point to important, if negative, conclusions.. 
As the combined national income of the eight countries was 
of the order of 10 billion dollars, their net investment capacity 
under pre-war conditions would add up to something like 400 
million dollars yearly. Clearly, a total capital investment of 
that size is wholly inadequate for the requirements of any 
large-scale development. It would provide less than 'I50 
million dollars yearly for industrial development and some- 
thing like 60 million dollars for new transport construction in 
all the eight countries; both figures would obviously fall far 
short of actual requirements as indicated in the foregoing 
chapters. 

It may safely be said, therefore, that the future development 
at any rate of the economically less advanced countries of the 
area will depend primarily on a substantial increase in the 
volume of investment. Left to themselves these countries could 
raise their rate of investment out of domestic resources only to 
a small degree, and even then at the cost of an already all too 
low level of consumption. It is true that they had before the 
war a certain amount of idle industrial capacity (perhaps 25 
per cent of a moderate total ‘practical’ capacity), and a large 
amount of disguised unemployment on the land. But an 
attempt to mobilize these productive capacities without outside 
help would soon come up against specific shortages in equip- 
ment and raw materials. That could not be made good inter- 
nally, and hence those countries would be faced with a strain 
on their balance of payments. The process has been described 
at some length in the chapters on industry and transport. It 
has also been shown how these specific shortages might be 
relieved by organizing the utilization of idle productive capaci- 
ties on a regional scale. In the more industrialized countries, 

^ Rate of gross investment is taken to mean gross capital expenditure — including 
maintenance and replacement, but excluding variations in stocks of goods and 
materials — as a percentage of gross national income. By rate of net investment is 
meant net capital expenditure as a percentage of net national income. 
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such as Austria and Czechoslovakia, idle industrial capacity 
before the war was larger than the whole industrial capacity 
of the Balkan countries combined; and a fair part of that idle 
capacity was in industries whose products might have pro- 
moted industrial development in those Balkan countries. 
Regional arrangements for an increased interchange of pro- 
ducts, accompanied by a lending of surpluses in the current 
foreign balance, should therefore facilitate increased invest- 
ment along with increased consumption for all concerned. 

On the other hand, we have also pointed out that the appli- 
cation of this method on any considerable scale would depend 
on wider international collaboration and on outside help. This 
is a matter beyond the scope of our inquiry, but it is useful to 
stress again that regional arrangements in the area cannot do 
much more than bring about a more rational distribution of 
such capital help as may be made available from outside, and, 
in so doing, mobilize some additional domestic resources for 
investment purposes. 

Social Services and their Real Cost 

There are at least two valid reasons for considering social 
services — using the term in its widest sense — in conjunction 
with capital investment. As a means of raising the produc- 
tivity of labour, education, public health and social services 
are, in the long run, complementary to the provision of equip- 
ment. On the other hand, to the extent to which they use up 
part of the immediately available output they compete with 
investment. As is clearly shown by past experience, the share of 
national income available for social services is bound to vary 
with the size of the real income, being limited by the need to 
satisfy more immediate consumption requirements — food, 
shelter and clothing. The approximate figures of public 
expenditure (State and local) in the two tables on p. 106 show 
the variation quite distinctly. 

Expenditure on the second group of social services differs in 
some respects from expenditure on education. In the first 
place, some of these services covered widely varying sections of 
the population; for example, sickness insurance covered about 
4 per cent of the population in the Balkan countries, but over 
50 per cent in Czechoslovakia. (Allowance would have to be 
made for such differences in comparing expenditure as 
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between the several countries.) Secondly, the greater part of 
social insurance expenditure differs also in character from 
expenditure on education, in that it is transfer expenditure; 
it does not imply a direct charge on the national income, but 
merely its redistribution. 


Expenditure on Education^ 
Year: 1937 



Total 

SPENT (in 

Millions of 
U.S. 1 ) 

Amount 

SPENT PER 

Head of 
Population 
U.S. $ 

Percentage . 
of Estimated 
National 
Income 

(approximately] 

Austria . 

52-5 

7.70 

4.8 

Czechoslovakia . 

84.0 

5-45 

3 - 5 - 

Hungary . 

22.5 

2.85 

2.8 

Poland . 

80.0 

2.50 

2-5 

4 Balkan countries . 

60.0 

1 .20-1 .40 

2. 2-2. 4 


Source: National Statistics. 


Expenditure on public health, social insurance and other 
social security services may be estimated roughly as follows: 


Expenditure on Social Services^ 
Year: 1937 



Expendi- 
ture ON 
Social 
Services 
(excl. 
Eductn.) 

IN 

Millions 

Expendi- 
ture per 
Head of 
Popula- 
tion 
U.S. $ 

Expendi- 
ture AS 
% OP 

ES riMATED 
National 
Income 
( approx.) 

Social Ins 

RCE. Only 

Expendi- 
ture IN 
Millions 
OF U.S. $ 

As PER 
CENT of 
Estimated 
National 
Income 

Austria 


9-70 

6.0 

25 

2.2 

Czechoslovakia . 


8.00 

5-5 

50* 

2.0* 

Hungary . 

32 

3.60 

4.0 

15 

1-9 

Poland 

80 

2.40 

2.6 

30 

0.9 

4 Balkan countries 

45 

0-95 

1-5 

"5 

0.5 


^ The amounts in U.S. $ arc only approximate because of differences in accounting 
methods and the difficulty inherent in applying the proper rate of conversion. 

• Excluding unemployment benefits. 

Compiled from national statistics and social insurance statistics. 

Obviously the economically less developed country cannot 
afford to spend as much on social services as more developed 
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countries, even when these services are of the transfer type. 
The limiting factors are low productive capacity, with a 
consequent inability to supply the specific goods required by 
those services, and a primitive fiscal system with its inability 
to shift the burden of expenditure to higher income groups. 
The fiscal aspect will be considered in more detail in relation 
to public finance. The figures presented here are merely in- 
.tended to indicate the size of one set of requirements in relation 
to other requirements, and also to the aggregate national out- 
put. But it may be permissible to warn against two equally 
serious errors. One would be to overlook the essential part 
which improved social services, in particular public education, 
must play in any plan of development; the other would be to 
concentrate on the improvement of social services without re- 
gard to economic and fiscal capacity. 


The Organization of Finance 

The purpose of the foregoing sections has been to sum up 
the major requirements of a development programme so as to 
bring them into relation with one another, as well as with the 
productive resources available. The problem of how to finance 
development is of a different nature. Finance is only an instru- 
ment; it cannot do more than ensure the execution of tasks that 
are physically possible. But the smooth operation of the finan- 
cial instrument is in itself a task of considerable difficulty. The 
difficulty, moreover, is bound to be greater in economically 
less developed countries. The financial technique of develop- 
ment must be considered from the outset, or the best laid plans 
for the utilization of physical resources may be held up or even 
wrecked. 

We have shown that the import of capital (i.e. foreign 
savings) would have to play an essential part in any large- 
scale development of the area. Indeed, not only must the 
extent and the form of outside assistance influence the pace and 
direction of development, but it would affect also the shaping 
of internal financial policy and, to a certain extent, even of 
financial machinery. At the present moment too little is 
known about these outside factors to warrant any specific con- 
clusion, but a brief examination of past experience in the 
region may be instructive. 
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Foreign capital played an important part in the economic 
opening'Up of the area and continued to reach most of the 
countries dso during the inter-war period, at least until 1931. 
According to the report presented by the League of Nations to 
the Stresa Conference in 1932, the external debt of the eight 
countries was as follows. 


External Debt 



LONa-TERM 

Short-term 

Total 

Total 

Foreign 

Debt 

PER 

Head of 
Popula- 
tion 

Public 

Long- 

term 

Debt 

PER 

Head of 
Popula- 
tion 

Public 

Debt 

Private 

Debt 

Public 

Debt 

Private 

Debt 



(In millions of U.S. Dollars) 

1 

U.S. $ 1 

Poland 

537-9 

34-2 

— 

285.0 

857-1 

26.70 

16.80 

Czecho- 








slovakia . 

280.2 

44-2 

— 

67-3 

391-7 

26.50 

18.90 

Austria 

213-5 

IOI.9 

14.0 

126.5 

465-9 

69.40 

33-40 

Hungary 

316.7 

138-3 

58.1 

212.7 

725-8 

83.10 

36.40 

Roumania . 

904.8 

29.0 

2 

78.8 

1012.6 

56.20 

50-30 

Yugoslavia . 

572-9 

N.A. 

Un 

bo 

N.A. 

628.7* 

45-20* 

40.90 

Bulgaria 

121 .2 

9-8 

— 

6-5 

137-5 

22.70 

20.20 

Greece 

414.0 

37-3 

00 

--4 

5-0 

465.0 

72.70 

64.70 


^ Converted from Swiss francs, as given in the Report, at the rate 5.20. 

* Included in the long-term public debt. 

* Public debt only. 


According to these figures the total external debt, excluding 
direct investment, was about 4.7 billion gold dollars; of this 
3.75 billion dollars was funded debt, including 3.4 billion 
public long-term debt. The total borrowed in the inter-war 
period (long-term debt only), may be put at about half the 
latter figure. 

It has been pointed out already that a great part of the 
debt, both before and after 1919, served to cover budget deficits 
and for currency stabilization. The allocation of a certain 
portion of these loans for capital development was only inci- 
dental; such development as dd take place out of foreign loans 
was mostly in the field of transport. On the other hand, a 
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considerable part of the private short-term debt was used for 
financing capital development, especially in industry. 

Also included in the long-term debt are the special inter- 
national loeins given for certain specific purposes of recon- 
struction or development: e.g. the Greek loans for land re- 
clamation and flood control and for the construction of school 
buildings; the Hungarian loans for the construction of power 
stations; and loans to Austrian towns for the development of 
municipal utilities. The proportion of these loans was, however, 
not large. It was certainly less than lo per cent of the total 
foreign debt. 

Direct participation by share-holding (which is not included 
in the above figures) was the prevalent type of foreign invest- 
ment in industry and mining. In some countries, particularly 
in Yugoslavia and Bulgaria, it played a very important part. 
Such figures as are available have only limited value, as it is 
notoriously difficult to establish the ownership of share- 
holdings; moreover, the nominal capital bears little relation to 
actual values. Recent pre-war estimates put the proportion of 
foreign capital holdings in the mining and manufacturing 
industries at over 50 per cent for Yugoslavia, and 48 per cent 
for Bulgaria; but as these figures were based on the share 
capital of limited companies (societes anonyms) only, they are 
probably an over-estimate. It may be added that the more 
developed countries, in particular Czechoslovakia and Austria, 
had themselves investment holdings in other parts of the region, 
notably in Yugoslavia. 

Direct foreign participation was most widespread in the 
extractive and heavy (capital-intensive) industries. But more 
recently in pre-war years there was an increasing tendency to 
buy out foreign capital in the heavy industries and to bring 
them under national, mostly State, control. A certain amount 
of direct foreign investment was also to be found in public 
utilities, especially in the development and distribution of 
electric power. Foreign capital also held important interests 
in banking, especially in Yugoslavia, Bulgaria and Roumania; 
because of the widespread custom of banking participation 
in industry it therefore constituted an additional source of 
industrial finance. 

Although no forecast is possible as to the extent and type of 
capital imports that might be available in future, the objective 
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of financial policy and machinery on the receiving side must be 
in any case to ensure the best utilization of such foreign capital 
as may be forthcoming. In this respect the use of government 
loans provides the most relevant experience from the past. The 
defaulting of debtor governments after 1931 led to many 
acrimonious controversies, but it should be possible to exam- 
ine in a detached way the major causes which contributed 
towards it. 

(a) As already pointed out, only a small part of govern- 
ment loans had been used for increasing the produc- 
tive capacity of the borrowing country. Instead of being 
used for the import of capital equipment, or alternatively of 
consumer goods that might release domestic resources for 
investment purposes, the proceeds of a considerable part of 
the foreign loans had been used to accumulate private 
balances abroad and to pay for non-essential imports. In 
one country of the area, for which comprehensive figures are 
available, about 70 per cent of the sums borrowed between 
1924 and 1931 was wasted in this way. 

{b) In addition, most foreign loans carried excessive 
interest charges. The nominal rate of interest varied from 
6 to 9 per cent, but the low price of issue and other charges 
raised the actual burden to 8-12 per cent and in some cases 
higher still. 

(c) The burden became still heavier after 1930 through 
the slump in commodity prices; for the agricultural countries 
the real burden of the external debt was thereby increased 
by 100 per cent or more. 

Facts such as these are commonplace today, but their impli- 
cations are perhaps still not fully realised. According to the 
League of Nations report quoted above, the service of the 
external debt in 1931-32 (including interest on short-term debt) 
claimed 49 per cent of the total exports of Greece, 48 per cent 
of those of Hungary, 29 per cent of Yugoslav exports (service of 
public debt only), 28 per cent of Roumanian, 24 per cent of 
Polish, and 22 per cent of Austrian. Except in the case of 
Austria and Greece, exports provided between 75 and 85 per 
cent of current foreign receipts in those countries. (See table on 
balances of payment page 156 of the Appendix). It should be 
added that these figures on interest charges represent percen- 
tages related to total exports, whereas the servicing of foreign 
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loans called in fact for “strong currencies” obtainable only 
from a limited range of exports. The actual strain on the 
balance of payments was therefore considerably heavier. 

What lessons can be derived from all this for the future? 
There is no need to-day to dwell on the importance of collective 
action for removing the international causes of past failures. 
But to make foreign investment sound for both sides it would 
also be necessary to ensure that capital imports should be 
utilized for productive purposes and distributed according to 
a co-ordinated plan. The machinery for the distribution of 
foreign capital would depend, on the one hand, on wider 
international arrangements and, on the other, on any regional 
arrangements made for that purpose. But it is no exaggeration 
to say that the judicious distribution of foreign capital in rela- 
tion to over-all and long-range requirements would be as 
important as the amount of capital made available. 

Monetary Means 

The task of internal finance in relation to capital develop- 
ment, as pointed out earlier, is to mobilize domestic physical 
resources for whatever purposes may be envisaged. The inter- 
nal capital market together with the banking system are con- 
sidered here in regard to that function. 

Former methods of financing capital development in the 
countries of the area help to throw some light on this problem 
also. In the less developed countries by far the greater part of 
investment was financed without recourse to the market, i.e. by 
self-financing. Investment through thp medium of stock ex- 
changes formed less than ten per cent of all investment in the 
Balkan countries; in Czechoslovakia, Austria and Hungary, 
the proportion may have been 1 5-20 per cent. Bank loans and 
participations, on the other hand, played a larger part in financ- 
ing capital development than is the case in western countries. 
In accordance with Central European practice, there was no 
dividing line between investment and deposit banking, and 
commercial banks were actively engaged in development 
finance, partly by direct participation, partly by ‘frozen’ loans 
which for all practical purposes were equivalent to long-term 
investment. 

Again, public investment played a relatively larger part than 
in the West. This was due partly to the fact that railways. 
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many utilities, and a considerable part of mining and forest 
resources were publicly owned. The proportion of public 
investment in the countries of the region may be estimated at 
10-15 per cent of total investment; it showed everywhere a 
rising tendency. Before 1931, it was financed mainly out of 
public loans issued on the internal capital market and abroad; 
after that date, largely out of other forms of direct and indirect 
borrowing to which further reference will be made in the 
section on public finance. 

Another method of investment of a public character which 
gained in importance in the thirties was through social 
insurance funds. Most social insurance institutions were 
operated on a reserve accumulation basis and invested their 
funds in government securities, in building, and even in 
industry. The relative importance of this method of financing 
varied with the scope of the social insurance institutions in the 
several countries. In Czechoslovakia, where the Central Social 
Insurance Institute had a membership of 3.6 million, total 
investments by that body at the end of 1936 amounted to 
about 9 billion Czech crowns (about 320 million dollars). In 
other countries the relative importance of this method of 
financing was much less. 

The way in which capital development was financed differed 
as between the various fields. In agriculture, mortgage loans 
were widespread before 1931; later, however, lending to 
agriculture stopped almost completely, and such investment as 
did take place was financed out of the farmer’s own funds. 
Certain types of investment, such as agricultural buildings, 
farm homesteads, etc., were carried out by farmers and 
peasants mainly with their own labour and with only a small 
money outlay; hence also the difficulty of estimating invest- 
ment in agriculture. 

In industry about half of all new investment was met from 
the owner’s own funds and from undistributed profits, and 
called for no special finance. The rest was contributed by the 
market, i.e. banks and stock exchange issues. Before 1931 the 
sources of finance were accumulated savings and foreign capital; 
after the crisis the bulk was ultimately financed with credit 
supplied by the central bank. 

Methods and sources for financing housing were varied. The 
most widespread source of finance was the owners’ private 
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savings. House-building had always been the traditional form 
of saving and investment for the small man; it tended to assume 
even greater proportions in periods of unstable monetary 
conditions like the inter-war period. In recent years there 
grew up side by side with this type of housing investment also 
institutional forms of housing investment. Building by social 
insurance institutes has already been referred to; in addition 
premium funds of private insurance companies, and even part 
of the accrued profits of foreign investors which could not be 
transferred abroad, were invested in housing. There was also 
a growing volume of co-operative building, in various forms, 
especially in Czechoslovakia, Poland and Bulgaria. Some 
public housing schemes — the best known were those in Vienna 
— were financed out of municipal budgets. In other cases the 
State granted subsidies, tax concessions and other means of 
assistance so as to promote building. 

Lending on mortgage was generally on a moderate scale 
because of the scarcity of long-term capital. Insurance com- 
panies, savings banks and special mortgage banks engaged in 
some such lending before 1931; some of the latter were financed 
with foreign capital. 

What has been said above only indicates broadly some of the 
salient features of prevailing methods of investment. To come 
to the methods of accumulating money savings, some idea 
may be obtained from the following tables. 


Money and Deposits (In millions of national currency) 



Monetary 

Circulation 

(Note 

Issue 

AND Coins) 
END 1937 

Total 
Bank 
Deposits 
(including 
Savings 
Banks) 
END 1937 

Average 

Yearly 

Increase 

IN Deposits 

* 934-37 
(in round 
figures) 

Yearly 

Increase 

as 

Percentage 

OF 

Estimated 

National 

Income 

Poland 

1,500 

3.530 

190 

I . I 

Czechoslovakia . 

8,040 

72,350 

1,050 

1.6 

Austria 

1,480 

3,410 

— 

— 

Hungary . 

545 

2,710 

60 

1.4 

Roumania . 

34,100 


(2,200) 

0.8 

Yugoslavia 

6,670 


475 

0.9 

Bulgaria . 

3,820 


820 

2.0 

Greece 

7,160 


860 

1*5 


Compiled from Money and Bankings League of Nations, 1939. 
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Too much should not be read into these figures; the totals 
for deposits are affected by the fact that the whole of the pre- 
1919 deposits had, in several countries, been wiped out by 
inflation. The rate of yearly increase does, however, offer 
some indication of the habit of saving in the form of deposits. 
As will be shown later, this aspect has a close bearing on 
methods of financing development. 

Another relevant fact is the proportion of personal savings in 
total deposits. Some idea of it may be gathered from the 
following figures. 


Savings and Deposits 
(In millions of national currency) 



Total 
“Small 
Savings”^ 
END 1937 

Total 
Commercial 
Bank 
Deposits 
END 1937 

“Savings 

Accounts” 

WITH 

Commercial 

Banks 

END 1937 

Average 

Yearly 

Increase 

IN (I) 

PLUS (3) 

>934-37 

(round 

figures) 

Poland 

2,168 

1,359 

24,690 

622 

140 

Czechosl. 

47,646 

13,575 

850 

Austria 

2,102 

{193S) 

1,307 

{19^) 

280 

70 

Hungary 

358 

1,643 

926 

45 

Roumania 

5>942 

{1933) 

21,882 

12,682 

1,300 

Yugoslavia . 

7>289 

7,311 

6,010 

350 

Bulgaria 

6,145 

3,359 

N.A. 

(400) 

Greece 

5,979 

16,686 

7,061 



^ Deposits at Post Office Savings Banks, savings associations, co-operative banks, 
etc. (See also Appendix, page 160.) 

Compiled from Money and Banking, League of Nations, 1939. 


In the Balkan countries, in particular, a relatively large 
amount of saving took the form of hoarding of notes. Some 
estimates put such hoarding at 20-25 per cent of the total note 
circulation. Another widespread method of saving, especially 
among the rural population, was in the form of gold coins; 
during the unstable monetary conditions of the inter-war 
period the public also took increasingly to h( 5 arding foreign 
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currency. The relative size of these latter forms of saving 
cannot even be estimated. 

The figures and description given above on the chief ways 
of investment and saving make it clear that western methods 
can have but a limited application in the area, whether it be a 
question of regulating investment through the control of capital 
issues or of financing development from the accumulation of 
individual savings. Under existing conditions any control over 
investment activity would have to be exercised largely at the 
physical end, i.e. through the allocation of materials, man- 
power, etc. Similarly, the funds accumulating in the capital 
and money markets in the ordinary way are likely to prove 
insufficient even for financing development projects for which 
productive capacity and real resources are available. 

Financial policy and machinery would therefore have a 
difficult and important task to perform. They would have 
to supplement the financial means provided by the market, in. 
order to ensure the execution of the development programme; 
at the same time they would have to help to prevent any 
tendency towards uncontrolled inflation. The problem is not 
a new one in the area, where credit expansion is by no means 
an unknown practice as a means of financing government 
expenditure. But past experience also shows clearly the 
difficulties inherent in the region’s general condition. So far 
as the less developed countries are concerned, control over 
supplies and prices cannot be made effective because of the 
rudimentary organization of the distributive system, and also 
because of administrative deficiencies. Furthermore, the state 
of mind of the public is a factor not to be ignored in countries 
which passed through one inflation in the ‘twenties’ and which 
now face the prospect of a second. The contention that from 
the viewpoint of control over inflation there is little material 
difference between hoarding and other forms of saving would 
certainly not apply to the backward countries of the area, 
where the relation of hoarding to institutional savings differs 
radically from that of western conditions. 

The different monetary effects of credit expansion according 
to the degree of organization of saving and of deposit banking 
are well illustrated in the following table, in ‘which monetary 
changes in the United Kingdom since 1939 are set side by side 
with those in some countries of South-Eastern Europe. 
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Monetary Movements 1939-43 
(In millions of National Currency) 



Note Circulation 

Commercial Bank Deposits 

1939 

1941 

1943 

Increase 

*939 

*94* 

*943 

Increase 

fnited K. £ 

ulgaria Lev 

[ungary Pengo 

oumania Lei 

555 

4>245 

975 

48,000 

75 * 

13.467 

1.984 

96.650 

1,070 

22,500 

4.392 

145,000 

(Oct.) 

5^5 

3,417 

97yOOO 

2,44* 

(15,000) 

1,712 

*5,340 

3,329 

*5,725 

2,165 

22,900 

4,032 

25,259 

3.207 

(June) 

34.900 

^^591 

^Oy259 

1,495 

19,5^ 


Savings in Savings Banks 

Ratio of Increase 
in Note 
Circulation to 
'Total Increase 
in Deposits 

1939 

1941 

*943 

Increase 

hited K. £ 

L339 


2,072 


3.136 


h797 

I 

:6.5 

ilgaria Lev 

3.613 


5.439 


*0,7*5 


7,102 

1 

0.95 







(June) 





ungary Pengo 

I 

35 


164 


2 

16 


81 

I 

0.46 







(April) 





oumania Lei 

3.250 


5.440 


9,666 


6,416 

I 

: 0.26 







(March) 






In considering the ratios in the last column (between the 
increase in the note issue and the increase in deposits and 
savings), it is instructive to refer to the figures of a previous 
table which gave an indication of savings habits in the various 
countries of the area (Bulgaria 2.0, Hungary 1.4, Roumania 
0.8 per cent of estimated national income). It may be noted 
in this connection that the price curve shows a similar diver- 
gence as between these three countries, moving most steeply in 
the case of Roumania and least in that of Bulgaria.^ 

^ Though recent price indices bear little relation to actual price movements, 
the following figures have a certain interest: (September 1939=100) — Bulgaria 
(wholesale prices, July 1943) 231.5; Hungary (wholesale prices, October 1943) 
280.1; Roumania (retail prices, November 1943) 465. 
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The foregoing remarks should not be construed as an argu- 
ment against credit expansion. As already pointed out, this 
method of financing capital development is hardly to be 
avoided if the pace of development is to be quickened. But a 
successful application of the method also demands that every 
possible safeguard should be taken to check inflationary effects. 
Thus credit should be distributed in accordance with the 
requirements of economic policy, i.e. used for pre-determined 
purposes. The effective performance of that task would call for 
collaboration between commercial and other banks and the 
central bank, between the central bank and bodies responsible 
for economic policy, and finally between the central banks of 
the region. Some concentration in the banking system, which 
in most countries of the area has an excessive number of small 
units, and the creation of special financial institutions for 
long-term credits for specific types of development, would also 
help to improve the machinery of credit. A tendency in these 
directions was already visible before the war. 

The second main objective of the savings and credit 
machinery would be to collect, in the form of savings accounts 
and credit balances, the largest possible portion of new money, 
and thereby facilitate control over inflationary tendencies. The 
development of the savings habit might be promoted by the 
provision of ampler facilities for the small saver (e.g. co- 
operative savings cissociations). Similarly, the use of banks 
might be encouraged for current money transactions; in the 
more backward areas even their use for commercial purposes 
was little known. It should be stressed, however, that measures 
of this kind can have a prospect of success only if confidence in 
money is restored and maintained. Success or failure in the 
field of monetary policy will be due at least as much to the 
psychological factor as to methods of organization. 

The Fiscal System 

The third important lever by means of which the use of 
physical resources and the distribution of output may be 
regulated is fiscal policy, through its dual action of spending 
and taxing. An examination of the working of the fiscal system 
in the past may provide some guidance for the future. 

Budgetary expenditure in 1937 in the countries of the area 
claimed, roughly speaking, between 17 and 28 per cent of the 
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national income. The figure was lowest in Roumania and 
highest in Austria, but the range of difference must be viewed 
against the respective levels of income. The above figures can 
lay no claim to accuracy, as the estimates of national income 
themselves are doubtful, but they may suffice as a general 
background to the table on the distribution of central govern- 
ment expenditure given on the next page. 

Some explanation is required before any conclusions are- 
drawn from these figures. In the first place, comparison 
between the several countries is affected by differences in the 
scope of central government activity in relation to the activity 
of local government authorities and of private bodies. This 
reservation applies in particular to economic and social 
expenditure. In Czechoslovakia and Austria, for instance,* the 
greater part of public education was financed by local authori- 
ties. “Economic expenditure’’ includes the maintenance of 
roads, agricultural subsidies, public works and other expendi- 
ture on capital goods; and in the case of some countries, e.g. 
Austria and Hungary, also railway deficits. In some countries, 
however, investment expenditure was met partly from special 
budgets, and, as indicated in the table, is not included in the 
above figures. Again, military expenditure differed in fact 
considerably from the budgetary figures, as part of it was 
financed out of special (and generally undisclosed) funds; 
it probably claimed at least 40 per cent of total expenditure 
in all the countries of the area. Expenditure on administra- 
tion usually included government pensions (which in the 
case of Hungary formed nearly 40 per cent of this item) ; but 
Bulgaria and Greece listed pensions under “debt service”. The 
differences under “unclassified expenditure” are largely due to 
variations in the main budgetary classifications. 

In spite of these evident shortcomings the table below brings 
out clearly enough the main features of central government 
expenditure in the countries considered. The most salient fact 
is the relatively high proportion of expenditure for defence and 
civil administration: the two items together absorbed over 
50 per cent of the total. If to these one adds the fixed charges 
of the debt service — most of it for deadweight debt — less than 
one-third of the public budget was left for productive purposes 
and social services. This figure compared with 60 per cent in 
the case of Sweden, apart from the fact that in the latter 
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Central Government Expenditure 
.Averages 1935-37 (or nearest three budgets available) 
(As percentages of total budgetary expenditure) 



Eco- 

nomic 

Expen- 

diture 

Edu- 

cation 

Public 

Wel- 

fare 

i 

De- 

fence 

Ad- 

MINI- 

8 TRA- 

TION 

Debt 

SERVICE 

Un- 

classi- 

fied 

Poland . 

Ordinary budget 
and special funds, 
including investmts. 

17-7 

12.3 

'•9 

34-7 

17.8 

5-2 


Czechoslovakia 
Ordinary budget 
and special ac/s. 

i 7'9 

7-5 

9-1 

32-2 

15.8 

10.2 

7-3 

Austria . 

Ordinary budget, 
including investmts. 

II . 8 

6.0 

II -5 

12.8 

20.0 

I 3 -I 

24.8 

Hungary 

Ordinary budget 
without special 

credits 

15-7 

15-5 

4.8 

21.3 

3>-4 

7-4 

3-9 

Roumania 

Ordinary budget, 
including National 
Defence Fund and 
Road Fund 

9.6 

16.6 

3-9 

33-2 

16.5 

12.9 

7-3 

Yugoslavia . 
Ordinary budget, 
excluding public 
works 

17. 1 

1 1 . 1 

2-5 

25-9 

16.9 

10.7 

15.8 

Bulgaria 

Ordinary budget 
only, excluding 

special accounts 

14. 1 

16.2 

3-3 

24.7 

• 5-1 

22. 9I 

3-7 

Greece . 

Ordinary budget, 
excluding railways 
and special ac/s. 

15-4 

7.8 

5-9 

22.3 

I 7-5 


1 

Sweden, 1937 

18.7 

16.8 

24.2 

16.6 

9-6 

7-4 

6.7 


1 Including pensions; expenditure on debt ’only jwas approximately 13 and 15 
per cent respectively. 

Note: Local government expenditure — latest pre-war year available— -as 
percentage of central government expenditure was: Austria 63.7, Czechoslovakia 
44.2, Bulgaria 32.7, Roumania 28.9, Poland 26,6, Yugoslavia 26.6; Greece not 
available. In Sweden it was 67 per cent. For distribution of combined central 
and locargovernment expenditure, see Appendix, page 164. 

(Compiled from German Statistical Year Ek)ok, International Section.) 

















120 


ECONOMIC DEVELOPMENT IN S.E. EUROPE 


country local authorities also spent considerably more on 
social services than was the case in the countries with which 
we are concerned. 

The financial sources of budgetary receipts (on the basis of 
published budget figures) showed the following picture: 


Sources of Revenue 

(Three-year averages as above, in percentage of total receipts) 



Taxes 

Duties 

'AND 

Excise 

Profits of 
State 
Enter- 
prises 

Other 

Current 

Receipts 

Net 

Borrowing 

Other 

Receipts 

from 

Capital 

Trans- 

actions 

Poland 

75-6 

3-5 

7-7 

13.2 

— 

Czechoslovakia . 

65.6 

II .2 

12. 1 

8.1 

30 

Hungary . 

92-7 

— 

6.7 

0.2 

0.4 

Roumania. 

90-5 

3.6 

3-9 

— 

2.0 

Yugoslavia 

CO 

6-5 

I. 

2-3 

J 

12.8 

Bulgaria . 

60.8 

26. 1 

— 

13. 1 

Greece 

76.4 

2-9 

8.3 

II. 8 

0.6 


Compiled from the German Statistical Yearbook, International Section. 


Government borrowing played, in fact, a much larger part 
in public finance, especially after 1932, than appears from these 
figures. In addition to the non-balancing extraordinary 
budgets," which are not included in the table, expenditure for 
certain special purposes, e.g. rearmament, was financed by 
special loans. (Figures on the increase in internal debt — 
funded and floating — are given in the Appendix, page 162.) 
In addition some governments practised a disguised sort of 
borrowing in the form of deferred payments to public con- 
tractors — ^who in their turn had to obtain temporary finance 
from the banks — and even to civil servants. 

In view of the narrow scope of the capital and money 
markets in most countries of the area, these different forms of 
borrowing were ultimately financed largely by the central 
banks. 
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Incidence of Taxation 

The way in which the burden of taxation was distributed is 
illustrated by the following figures. 

Sources of Tax Revenue 


(In percentages of total tax revenue, including receipts fi-om 
State monopolies) 



Year 

Taxes 

ON 

Income 

AND 

Other 

Direct 

Taxes 

Taxes 

ON 

Prop- 

erty 

Trans- 

actions 

Turn- 

over 

Taxes 

Con- 

sumption 

Taxes 

(excise) 

Customs 

Duties 

Miscel- 

laneous 

Poland 

• 934/5 

32.9 

7.0 

0-5 

50.8 

5-0 

3.8 

Czecho- 

• 935/6 

33-9 

6.8 

0.5 

50.5 

5-0 

3-3 

Slovakia . 

•935 

• 7-9 

18.1 

23-5 

33-7 

6.8 

— 


•936 

18. 2 

18.0 

23.1 

33-5 

7.2 

— 

Austria 

•934 

22.5 

8.1 

21.2 

3^.8 

16.4 

— 

Hungary 

•935 

32-9 

• 4-9 

19. 1 

27-3 

5-8 

— 


•936 


• 5-5 

20.3 

27-5 

5-6 

— 

Roumania . 

•934/5 

21.7 

••-5 

10.5 

45-2 

ii.i 

— 


•935/6 

22.8 

12.3 

12. 1 

44-9 

7-9 

— 

Yugoslavia . 

•934/5 

28.2 

•6.9 

7-7 

37.0 

10.2 

— 

Bulgaria 

•935 

23.2 

• 3.8 

— 

42-9 

20.1 

— 


•936 

• 9.^ 

• 4-9 

— 

43-4 

22.6 

— 

Greece 

•934/5 

23-7 

9-8 

— 

30.8 

35-4 

0.3 


•935/6 

23-4 

7-4 

— 

30.6 

38.3 

0.3 


As will be seen, taxes on commodities in various forms made 
up 55 to 65 per cent of revenue. These figures do not, however, 
convey a true picture of the prevalence of indirect taxation. In 
the case of some countries (e.g. Poland) the figures in the first 
column include taxes that are only nominally direct; in all cases 
taxes on house rents were an important portion of direct taxes. 
In considering these facts it must be remembered that the usual 
basis of taxation, such as profits, wages, rents, etc., was largely 
absent in the agricultural sector, which comprised 75-80 per 
cent of the total population of those countries. Agricultural 
production was carried on on millions of scattered small 
holdings, where tax assessment and collection would have 
been an unmanageable task. Moreover, the peasant is a 
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reluctant taxpayer, though his attitude is perhaps not alto- 
gether unjustified in the circumstances. Consequently, in 
addition to the more usual types of excise on drink and tobacco, 
the Exchequer in those countries also levied consumption taxes 
on the few mass consumption articles bought by the agricultural 
section of the population: flour, salt, matches, lamp oil, sugar, 
etc. These taxes were usually collected through a State 
monopoly for the production of such commodities or by an 
excise tax. The relative importance of these sources of taxation 
may be seen from the fact that in the Balkan countries excise on 
sugar yielded a larger revenue than taxes on business profits 
and on personal incomes taken together. Receipts from State 
monopolies accounted for 22 per cent of all revenue in Rou- 
mania and 26 per cent in Yugoslavia. 

This system of taxation had serious economic and social 
effects. Taxes of a progressive incidence formed such a small 
part of revenue that their effect on the distribution of the burden 
of public expenditure was negligible, even at the relatively high 
and rising rates of income tax levied in recent years. On the 
other hand, the heavy taxing of mass consumption articles hit 
hardest the low income groups, especially those in rural areas, 
where expenditure on such articles made up the bulk of the 
peasant’s cash expenditure. By and large, 50 per cent of the 
cash disbursement of the Balkan peasant went into indirect 
taxes and rates; and the figure is, if anything, an under- 
estimate. The fiscal system has thus been a strong contributory 
cause to such diverse symptoms of backwardness as malnutri- 
tion, lack of agricultural equipment, and a low level of con- 
sumption of manufactures coupled with idle capacity in the 
consumer goods industries. 

The implications for the future are clear. It would be 
manifestly impossible to use the existing fiscal system £is an 
instrument for promoting a constructive economic and social 
policy. Indeed, as it stands it might easily nullify the effects of 
measures taken in other fields. The first requirement would 
seem to be a change in the structure of public expenditure, 
with a reduction in the proportion of expenditure on defence 
and administration. As this is largely a political question, we 
merely draw attention to its primary importance. 

Another change concerns the method of financing public 
investment. Even in the past, few countries in the area were 
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able to finance public expenditure on capital out of current 
revenue; in the face of the greatly increased requirements for 
public investment that source would obviously prove even less 
adequate in the future. On the other hand, the practice of 
issuing long-dated bonds which had to be carried largely on 
short-term funds of the money market, and frequently even on 
funds borrowed by the market from the central bank, was 
patently wasteful from a fiscal point of view, while its monetary 
effect was virtually the same as that of direct credit expansion. 
It would seem preferable to issue such bonds only to the extent 
to which the public is prepared to lend its accumulated personal 
savings to the government on long term, and to depend for the 
balance on short-term borrowing from the market, as part of 
a centrally directed monetary policy. The technique of 
financing particular types of development, whether through 
special accounts (e.g. for road building, etc.) or through 
general-purpose capital budgets, could easily be adapted to 
each particular case. Some of the countries, of the area have 
already made use in the past of special budgets for such types 
of capital development as road-building, water conservancy, 
public utilities, etc. The method has the advantage of being 
flexible and would lend itself well for projects of regional utility. 

Besides such budgetary changes, it would seem equally 
desirable to recast the system of taxation. That is evidently a 
matter of policy, but certain changes appear indispensable in 
any case. One such change is the widening of the basis 
of direct taxation, with particular stress on the progressive 
taxation of personal incomes. (This would have to be accom- 
panied by measures for checking the widespread habit of tax 
evasion.) Growing industrialization and an extension of the 
co-operative system in agriculture would facilitate this policy. 
Furthermore, while it would not be practicable to do away 
with taxes on consumption altogether, it is highly desirable 
that they should be shifted away from the low income 
groups. This might be achieved by exempting from taxation 
some essential foodstuffs and consumption articles, or possibly 
by introducing the system of tax-free “utility goods.” Re- 
organized on such lines, the fiscal instrument could become a 
powerful means for guiding both consumption and investment 
in accordance with an agreed economic policy, and for stimu- 
lating their action upon one another. 
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It would be idle to expect any quick realization of such 
reforms. The existing fiscal system has deep-seated roots in 
economic structure, and economic structure cannot be rebuilt 
in a day. There are also such intangible factors to contend 
with as tradition, prejudice, mistrust and ignorance, as well as 
lack of administrative experience. But conditions such as these 
make a reorganization of public finance, both in its policy 
and in its technique, all the more essential. We have seen 
throughout our study how closely interlinked are the several 
sectors of the economic and social structure, and that no 
isolated action in any one sector could be expected to succeed 
by itself. Public finance forms no exception. Yet there are few 
spheres of public policy in which a constructive approach 
would yield speedier results. None is likely so fully to secure 
the willing co-operation of the peoples of the region; and that 
is the one condition upon which any programme of develop- 
ment must stand or fall. 

(For additional information see Appendix) . 

Sources (in addition to those quoted in the text): 

Bank of International Settlements, Reports and Bulletins. 

Colin Clark, The Conditions of Economic Progress. 1940. 

Czechoslovak Ministry of Social Welfare, Twenty Years of Social Welfare 
in the Czechoslovak Republic. 1938. 

League of Nations, Public Finance 1928-37. Geneva, 1938. 

Matolcsy and Varga, Hungary’s National Income. 1938. 

Sud-Ost Economist, Budapest. 

The Economist, London. 
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Area and Population 


1937 

Area 

Population 

Density of 
Population 

Poland 

Czechoslovakia . 
Austria 

Hungary . 
Roumania . 
Yugoslavia 
Bulgaria . 

Greece 

(ooo sq. km.) 

389 

140 

84 

93 

295 

248 

103 

130 

(000) 

34.600 

15.250 

6,695 

9.035 

19.600 
15.400 

6,300 

7,000 

' (per sq. km.) 

88.9 

108. 9 

79-7 

97-1 

66.4 

62.1 

61.2 

53-8 


Age Distribution of Population 
(As percentage of total population) 



0-15 

15-30 

30-45 

45-65 

65- 

Poland 

34-4 

29.2 

18.2 

14.2 

4.0 

Czechoslovakia . 

26.3 

28.5 

20.5 

18. 1 

6.6 

Austria 

21.3 

23.1 

24-3 

22.7 

8.6 

Hungary , 

27-5 

27-9 

20.7 

17-5 

6.4 

Roumania . 

34-7 

29-3 

17.5 

13.8 

4-7 

Yugoslavia 

34.6 

27.4 

i 7’9 

14.7 

5-4 

Bulgaria . 

35-4 

25-5 

18.9 

14.8 

5-4 

Greece 

32.1 

28.4 

17-5 

15-9 

6. 1 


Vital Statistics 


1938 

Birth 

Rate 

Death 

Rate 

Natural 

Increase 

Gross 

Reproduction 

Rate 

Net 

Repro- 

duction 

Rate 

Poland . 

24-5 

19 

10.7 

1-50 (1934) 

I . II 

Czechoslovakia. 

16.8 


4.0 

2.204 (1929-32) 

0.939 

Austria . 

14.0 

14. 1 

~ 0 .I 

0.865 (1931-32) 

0.714 

Hungary . 

20. 1 

14.4 

5-7 

1-215 (1932-35) 

1.008 

Roumania 

29.6 

19.2 

10.4 

N.A. 

N.A. 

Yugoslavia 

26.7 

15.6 

II. I 

N.A. 

N.A. 

Bulgaria . 

22.8 

13-7 

9*1 

1-673 (1933-36) 

' I. 192 

Greece 

25-9 

13-3 

12.6 

N.A. 

N.A. 

I 
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Mortality and Some Typical Causes of Death 
( per 10,000) 


Mm 



Hungary 

1936 

Greece 

1935 

Rou- 

MANIA 

1935 

General mortality 

132 

159 

143 

149 

2 II 

Deaths by: 

Pulmonary T.B. 

}i3.o 

II .0 

12.7 

II . 2 

14.8 

Other forms of T.B. . 

1.4 

2-5 

2‘5 

3*1 

Syphilis . 

— 

0-5 

0.4 

O.I 

0.9 

Heart diseases . 

23-7 

20.3 

18.4 

6.2 

”•3 

Pneumonia . , 

II. 8 

12.8 

15.0 

20.6 

33-8 

Intestinal diseases 

1*3 

4-5 

8.0 

12.9 

18.0 

Puerperal fever, mis- 
carriage, sepsis at 
childbirth 


23.0 

24.6 

26.4 

26.7 

Congenital debility and 
malformation . 

4.6 

7.8 


7.2 

36-7 


Source: German Statistical Yearbook, International Section. 


Health Services 
Year: 1937 or latest available 



Number 

OF 

Doctors 

Per 

10,000 

Inhabi- 

tants 

Number 

OF 

Hospital 

Beds 

Per 

10,000 

Inhabi- 

tants 

Poland . . " . 

12,427 

3-7 

72,000 

21 

Czechoslovakia . 

11,257 

7-5 

82,000 

55 

Austria 


II. 4 

N.A. 

N.A. 

Hungary . 

10,380 

II. 2 

47,800 

53 

Roumania . 

{8,800) 

4.6 

44,000 

23 

Yugoslavia 

4,147 

3 -J 

21,000 

• »5 

Bulgaria . 

2,945 

4-9 

I 3 »I 99 

22 

Greece 

N.A. 

N.A. 

16,000 

23 


Source: National Statistics. 
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Overseas Emigration 
(Gross emigration, in round figures) 

A. Before 1914^ 



Yearly 

Average 

1901-10 

1913 

Austria-Hungary 

234,000 

313,600 

Congress Poland 

25,000 

— 

Serbia and Montenegro 

15,000 

— 

Bulgaria .... 

7,000 

— 

Greece .... 

25,000 

38,000 

Roumania (Old Kingdom) 

Negligible 

— 


306,000 

— 


^ The combined pre-1914 territories here given do not correspond exactly 
to the total area of the post- 19 19 States. 


B. Inter-war Period 



Yearly 

Average 

1921-30 

Yearly 

Average 

1931-37 

Poland .... 
Czechoslovakia . 

Austria .... 
Hungary .... 
Roumania 

Yugoslavia 

Bulgaria .... 
Greece .... 

54>500 

6,000 

4.600 
10,900 

13.600 
(5,000) 

(12,000) 

20,400 

2,600 

2,000 

1,050 

1,700 

(1.500) 

400 

3,100 


120,100 

32.750 


Sources: Ferenezi, International Migrations; National Statistics; German 
Statistical Year Book, International Section. 
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Mote — ^Because of different norms used in the occupational classification by the various national statistics, the figures given 

above are not strictlv comoarable. 
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Registered Unemployment 


Country 

Year 

Numbers 

Poland .... 

1937 

347,000 

Czechoslovakia 

1937 

408,000 

Austria .... 

1936 

350,000 

Hungary 

1938 

47,400 

Roumania 

1938 

10,800 

Yugoslavia 

1937 

21,600 

Bulgaria 

N.A. 

N.A. 

Greece .... 

N.A, 

N.A. 


Explanation: Poland, Czechoslovakia, applications for work registered; 

Hungary, applications for work; Austria, Roumania, 
Yugoslavia, unemployed registered. 


Foreign Trade Figures 

A. Value of exports and imports; balance of trade; 
exports and imports of foodstuffs. 

(Year: 1937) 

(In million dollars) 



Total 

Exports 

Total 

Imports 

Balance 

OF 

Trade 
+ or — 

Net 

Exports 

OF 

Food- 

stuffs 

Net 

Imports 

OF 

Food- 

stuffs 

Poland . 

260 

236 

+ 24 

50.1 


Czechosl. 

383 

382 

+ I 

— 

14.8 

Austria . 

232 

272 

- 40 

— 

66.7 

Hungary . 

165 

140 

+ 25 

91. 1 

— 

Roumania 

276 

148 

+128 

86.6 

— 

Yugoslavia 

167 

120 

+ 47 

60.4 

— 

Bulgaria 

59 

63 

- 4 

28.5 

— 

Greece . 

94 

137 

- 43 

— 

20.6 


1,636 

1,498 

+138 

316.7 

102. 1 
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B. Foreign trade per head of population, and as percentage of 
estimated national output. 

(Year: 1937) 



Exports 

PER 

Head 

Imports 

PER 

Head 

Exports 

AS % OF 

Gross 

National 

Income 

Imports 

AS % OF 

Gross 

National 

Income 

Poland 

(In U.S. $) 

7-51 

(In U.S. $) 
6.82 

(Approx.) 

8 

(Approx.) 

7-5 

Gzechosl. . 

25.11 

25-05 

15-5 

15-5 

Austria 

34-65 

40.62 

2t 

25 

Hungary . 

18.26 

15-49 

20.5 

17-5 

Roumania. 

14.08 

7-55 

23 

12 

Yugoslavia 

10.84 

7-79 

19 

14 

Bulgaria . 

9-36 

10.00 

15 

16 

Greece 

13-43 

19-59 

17 

25 


C. Intra-regional trade in relation to total foreign trade. 
(Average 1936-38) 



Intra-regional 
Imports as a 
Percentage of 
Total Imports 

Intra-regional 
Exports as a 
Percentage of 
Total Exports 

Poland 

8.5 

II .2 

Czechoslovakiat 

15-4 

22.3 

Austria* . 

41-5 

35-5 

Hungary! 

40.0 

30.8 

Roumania 

33-5 

27.4 

Yugoslavia 

29-4 

30.6 

Bulgaria 

19-1 

13-7 

Greece! . 

19-5 

10.8 


* Average 1936-7 only t *937 & *938 (first four months) 

I Average 1937-8 only 

Compiled from Europe’s Trade, League of Nations, 1941 
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Nutrition in Czechoslovakia 
Calories, protein content and vitamins in pre-war nutrition. 
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MiOO COCO'^COCI COCO 

0 Ml m CO Cl CO 

2,811 

Daily 

Consumption 

grains 

450 

120 

59.0 

0.51 (litre) 
0.63 (piece) 
260 

6 

123 

3 

12 

82 

20 



Bread .... 
Meat .... 
Fats .... 

MUk .... 
Eggs .... 
Potatoes 

Peas and Beans 

Vegetables 

Jam .... 

Fruit .... 
Sugar .... 
Rice, Semolina, etc. 



Sowrce: Czechoslovak Medical Association in Great Britain. Bulletin No. 
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Nutrition Levels in Czechoslovakia 


A. Variations of dietary according to occupation, at similar levels of income. 
(Nutritive values per head and per day) 




Wage- 

Earner 

Salaried 

Employee 

Civil 

Servant 

Animal protein . 

(grams) 

42.8 

43-9 

40.5 

Vegetable protein 

( ) 

44.8 

35-9 

36.6 

Protein total 

( » ) 

87.6 

79-8 

77-1 

Fats .... 

( ) 

107.2 

99-9 

98.6 

Carbohydrates 

( » ) 

516.3 

440.0 

424-9 

Calorific value 

(calories) 

3.364 

2,980 

2,899 

Number of kg. of cereals 
to i kg. of meat 

(kilos) 

3.12 

2.63 

3.04 


Compiled on the basis of figures published by the Czechoslovak Statistical Office. 


B. Variations of dietary at different levels of income. 


Incobie per Head' 

Calori- 

fic 

Value 

Total 

Protein 

Animal 

Protein 

Fats 

Carbo- 

hy- 

drates 

Cereals 
to I KO. 
OP Meat 

(In Czech Crowns) 


gr- 

gr- 

gr- 

gr. 

kg. 

6 - 8,000 

2,899 

77-1 

40-5 

98.6 

424 -9 

3.04 

18-20,000 

3.077 

93-8 

59-7 

II9.I 

409-9 

1.92 


Families of civil servants. 


C. Change in consumption at changing income. 


t 

100 % 
Increase 

IN 

Income 

Loss OF 
Income 
through 
Unemploy- 
ment 

Bread .... 

per cent. 

-15-4 

per cent. 

+ 13 

Meat and Fish. 

+56-6 

-42 

Fats .... 

- 9-6 

-25 

Milk .... 

+30.3 

- 4 

Butter .... 

-4-60.8 

—22.6 

Eggs .... 

+58-7 

—31.8 

Potatoes .... 

-15.8 

+23 

Sugar .... 

- 2.3 

- 59-4 


Sowa: League of Nations Report on Nutrition; InUrnatmd 
Labour Rivitw. 




















136 ECONOMIC DEVELOPMENT IN S.E. EUROPE 


Nutrition in Roumania 
A. Peasant families. 

(Daily consumption per consumption unit: in nutritive values). 


Nutrients 

Quantity 

Percentage 

Total 

Animal 

Origin 

Vegetable 

Origin 

Animal 

Origin 


Proteins, . (gr.) 

Fats. . . (gr.) 

Carbohydrates . (gr.) 
Physiological Calories 
Net Calories . 

127.6 

99-9 

670.4 

4,091.1 

3,681.9 

37-3 

66.0 

J 9-4 

822.3 

90-3 

33-9 

651.0 

3,268.8 

29.2 
66. 1 
2.9 

20.1 

70.8 

33-9 

97-1 

79-9 




B. Composition of above diet according to food groups 
(In percentages) 

(In percentages.) 



Proteins 

Fats 

Carbo- 

hydrates 

Calories 

I. Animal Sources 

29.2 

66.1 

2*9 

20.1 

Meat .... 

13-9 

• 3-5 

* 

4-7 

Fats .... 

0.4 

3'-7 

* 

7.0 

Milk .... 

9-8 

13.2 

2.7 

5*9 

Cheese .... 

3-6 

5-9 

O.I 

1.8 

Other animal foods. 

1 .6 

1.8 

O.I 

0.6 

II. Vegetable Sources 

70.8 

33-9 

97-1 

79*9 

Cereals .... 

59-4 

21 .6 

83-9 

67.2 

(Maize 

33 -‘ 

n -5 

46; 7 

38.6) 

Vegetable oil . 


7.4 


1.6 

Sugar .... 

— 


1-5 

1 .0 

Fruit .... 

1 .0 

2.6 

2.7 

2-5 

Dried vegs. & potatoes . 

6.6 

0.6 

6.9 

5*5 

Fresh vegetables 

3-7 

»-3 

2.0 

2.0 

Other vegetable foods 

I.O 

0-3 

O.I 

0,1 


♦ Negligible 

Source: Dr, 1 . C. Georgescu, L’alimentation dc la population paysanne en Roumanic. 
(Based pn a sample investigation into the diet of 265 peasant families in 59 villages.) 
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Nutrition of industrial wage-earners in Roumania at two different 
levels of income. 


Sample Investigation Based on 70 Families 
(Consumption per family^ and per month.) 



Category I 
Income: 

Lei 4,000-5,500 
per month 

Category II 
Income: 

Lei 7,000-1 1,000 
per month 


kg- 

kg- 

Bread and flour 

74-4 

71.2 

{Maize flour 

56 

28) 

Potatoes .... 

28 

16 

Sugar 

3 

4 

Kleat (all kinds) 

U.2 

16 

Milk and milk products . 

54 

90 

Eg^ (piece) . . . . 

28 

28 

Animal fats and vegetable oil . 

8 

10 

Vegetables^ .... 

>5 

11 


^ Families with 2-3 children. 

* Haricot beans and tomatoes only. 

Some: Conjunctura Ecotiomiei Rommiiy February 1940. 


Land Utilisation 
(Year: 1938) 

(In percentages) 



Total 
Area in 
Thousand 
Hectares 

Agricultural Area 


Arable 

Land 

Meadows 

AND 

Pasture 

Other 

Agricul- 

tural 

Land 

Woods 

and 

Forests 

Other 

Land 

Poland . 

38,860 

47-7 

16.7 

1.4 

21.4 

12.8 

Austria . 

8,390 

23-5 

26.8 

1 .6 

37-5 

10.6 

Czechoslovakia 

14,050 

41.7 

16.6 

1.2 

32.6 

7-9 

Hungary . 

9,310 

60.2 

17.4 

3-6 

11.9 

6.9 

Yugoslavia 

24,750 

30.5 

25- 1 

2.7 

3>-4 

10.3 

Roumania 

29,500 

45.6 

14.8 

2.1 

21-5 

16.0 

Bulgaria . 

10,310 

39-6 

3-0 

1 .6 

29.1 

26.7 

Greece . 

13,000 

16.9 

9.0 

2.0 

18.5 

53-6 

Total for region 

148,170 

40.0 

16.7 

*•9 

24.8 

16.6 


Some: International Yearbook of Agricultural Statistics, Rome. 
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Output or Main Cereal and Food Crops 
(I n thousand tons) 



Wheat 

Barley 


1925-29 

1930-34 

1937 

1925-29 

1930-34 

1937 

Poland 
Czechosl. . 
Austria 
Hungary . 
Roumania . 
Yugoslavia 
Bulgaria . 
Greece 

1,647 

1,294 

308 

2,165 

2,872 

2,204 

1,102 

333 

2,021 

1,461 

344 

2,082 

2,815 

2,163 

1,439 

501 

1,926 

1,395 

400 

1,964 

3,760 

2,347 

1,767 

818 

‘,396 

1,290 

238 

595 

1,644 

378 

266 

147 

1,446 

1,236 

277 

636 

1,602 

412 

323 

189 

1,363 

1,115 

288 

557 

917 

383 

330 

219 


Rye 

Maize 


1925-29 

1930-34 

1937 

1925-29 

1930-34 

1937 

Poland 
Czechosl. . 
Austria 
Hungary , 
Roumania. 
Yugoslavia 
Bulgaria . 
Greece 


6,462 

1,792 

576 

724 

349 

209 

246 

56 

5,638 

1,485 

477 

618 

451 

209 

238 

65 

88 

243 

H 3 

1,801 

4,535 

3,055 

667 

163 

85 

237 

134 

1,860* 

5,195 

4,039 

790 

206 

103 

343 

206 

2,770* 

4,752 

5,336 

859 

323 




Potatoes 

1925-29 

1930-34 

*937 

Poland . ... 

26,458 

30,733 

40,221 

Czechoslovakia 

8,640 

9,46 

12,363 

Austria 

2,265 

2,628 

3,612 

Hungary 

2,01 8 

1,816* 

2,960* 

Roumania 

2,065 

1,853 

2,107 

Yugoslavia 

1,141 

1,457 

1,601 

Bulgaria 

38 

72 

146 

Greece. 

39 

85 

193 


* — Estimate. 

Source: Statistical Year Book, League of Nations. 
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Indices of Area, Yield and Production of Cereals in Central 
AND Eastern Europe 

(i909'-i3=ioo) 



1920 

1922 

1924 

1925 

1926 

1933-37 

Austria 







Area 

72.4 

76.5 

82.8 

83-7 

86.0 

87-9 

Yield 

72-5 

79-4 

87.0 

108.4 

100.0 

122. 1 

Production . 

52-4 

60.9 

72.0 

90.9 

85-9 

107.4 

Bulgaria 







Area 

90-3 

93-3 

97-8 

lOI .0 

I0016 

III . 3 

‘Yield 

107. I 

103-5 

90.6 

123-5 

117.6 

142-4 

Production . 

96.8 

96.8 

89.2 

125-7 

118.7 

160.0 

Czechoslovakia 







Area 

8q.8 

81.9 

81 .4 

81.9 

82.7 

91.0 

Yield 

83.2 

109.2 

108.4 

130-5 

II6.8 

127-5 

Production . 

68.9 

89.4 

88.2 

107.0 

98.7 

116.0 

Greece 







Area 

73-5 

63.1 

77-5 

93-2 

89-5 

118.1 

Yield 

89.4 

87.2 

72.3 

74-5 

77-7 

98-8 

Production . 

65.6 

55-0 

56-3 

89-5 

89-9 

114. 1 

Hungary 







Area 

84.9 

98.9 

98-9 

99-2 

101.2 

103.8 

Yield 

78.4 

77.7 

81.3 

no. I 

103.6 

105.8 

Production , 

66.2 

76-5 

80.5 

108.7 

104-5 

109-5 

Poland 

Area 

71.0 

90-7 

93-8 

93-5 

94-8 

104.4 

Yield 

104.4 

116.8 

118.6 

98.2 

108.8 

100.9 

Production . 

74-4 

105.8 

110.8 

91.8 

103-3 

105.6 

Roumania 







Area 

84.4 

94-5 

101 .2 

103-5 

102.8 

114-3 

Yield 

86.7 

77-5 

60.0 

71-7 

99-2 

81.7 

Production . 

72.9 

73-6 

60.6 

74-8 

loi .6 

93-1 

Yugoslavia 







Area 

89-5 

95-1 

96.1 

98.6 

98-0 

120.7 

Yield 

88.2 

75-8 

III .8 

122.7 

115-1 

112.6 

Production . 

78.8 

72.0 

107.3 

120.8 

no. 4 

138-3 


Sowrct: Agricultural Production in Continental Europe, League of Nations, 1943. 
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Intensity of Farming 

(Year: 1938) 



Cultivated 

Land 

Cereals 

AND 

Pulses 

Meadows, 
Pasture, 
AND Feed 
Crops 

Root, 

Industrial 

AND 

Garden 

Crops 

Fallow 

Poland 

(In thousand 
hectares) 

25)590 

% 

47.8 

% 

31 -I 

% 

16.6 

% 

4-5 

Czechoslovakia . 

8,360 

43-7 

38-9 

16.6 

0.8 

Austria 

4,360 

28.3 

60.2 

II .0 

0-5 

Hungary . 

7.560 

57-3 

28.6 

12.7 

1.4 

Roumania . 

18,450 

61.9 

27.4 

8.1 

2.6 

Yugoslavia 

14,440 

43-2 

45-5 

8.6 

2.7 

Bulgaria . 

4.570 

67.2 

8.4 

13-9 

10.5 

Greece 

(3.630) 

514 

33-8 

14.8 

— 


Based on International Yearbook of Agricultural Statistics, Rome. 


Forest Resources 


Country 

Forest Area 

Conifers 

Broad- 

leaved 

Trees 

Mixed 

Wood 

1,000 

Hectares 

Percent- 
age OF 
Total 
Area 

Per 

Head of 
Popu- 
lation 

Percentage of 

Total Forest Area 

Poland . 

8.352 

21.5 

m 

75-0 

25.0 

— 

Czechoslovakia 

4.643 

33-0 

mim 

63-7 

36.3 

— 

Austria . 

3.»38 

37-4 


83-7 

16.3 

— 

Hungary 

1. 175 

12.6 

B 9 

6.0 

94.0 

— 

Roumania 

7. 1 34 

24.2 

wgm 

25.0 

75-0 

— 

Yugoslavia 

7,642 

30.6 


10.9 

74-7 

14.4 

Bulgaria 

2 , 97 « 

28.8 

1 ^ 

10.9 

86.8 

2-3 

Greece . 

2,407 

18.5 


13-1 

59-4 

27-5 


Source: International Yearbook of Forestry Statistics, Rome, 1938. 
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Indices of Industrml Output 



1929 

*932 

1936 

*937 

*939 

Poland 

1928=100 

Total industry . 

101.9 

63-7 

94-3 

no. 7 

” 9-5 


Production goods 

99-5 

56.6 

103. I 

127.3 

140.0 


Consumer goods 

100.8 

67. 1 

93-0 

102.7 

109.0 


Machines . 

97-1 

54-9 

103.6 

130.0 

148,6 


Textiles * 

87-3 

60.7 

97-6 

108,0 

112.8 

Czechoslovakia 






1929=100 

Total industry . 

100 

63-5 

80.2 

96-3 

— 

Metals 

100 

40 

76 

106 

— 


Textiles . 

100 

68 

91 

102 

— 


Foodstuffs . 

100 

99 

95 

89 

. 

Austria 

1929=100 

Total industry . 

100 

61 

86 

106 

— 

Hungary 

1929=100 

Total industry . 

100 

81.9 

118.4 

129-5 

126.5 


Production goods 

100 

57-7 

96.4 

no. 4 

” 5-5 


Consumer goods . 

100 

93-6 

129.1 

138.8 

137.0 


Textiles . 

100 

104.6 

178.9 

193-4 

160.8 

Roumania 

1929=100 

Total industry . 

100 

89 

130 

132 

132 


Production goods 

100 

lOI 

133 

132 

131 


Consumer goods . 

100 

81 

130 

134 

127 


Textiles . 

100 

129 

157 

170 

146 

Yugoslavia 

1926/30 

Mining 

III. 6 

92.2 

III . I 

127.8 

143-3 

= 100 

Foundry . 

109.4 

83-3 

154. 1 

147.2 

190.8 

Bulgaria 

1934/5 

Total industry . 




142.7 

155-4 

= 100 

Production goods 

— 

— 

— 

133-3 

128.4 


Consumer goods 

— 

— 

— 

183-9 

178.5 


(food) 




Greece 







1928=100 

Total industry . 

I 0 I .8 

102.7 

141.7 

153-9 

168. 1 

Metals 

74.8 

93-2 

80.8 

82.4 

81 .2 


Textiles . 

100.6 

120.4 

180.3 

186.9 

199-0 


Sourct; Mmthly Bulletin, League of Natio-.u. 
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Handicrapts and Small Industry 





Number 

OF 

Establishments 

Number of 
Personnel 
Employed 
(including 
Principals) 

Poland 

1937 

Artisan licences issued 

373.529 

■,177,858 

Gzechosl. . 


(Not available) 


— 

Austria 

1935 

Small industries^ 

■ 49,953 

284,418 

Hungary . 

1930 

Handicrafts 

185,000 

335,000 

Roumania. 

1930 

Small industries^ 

■30,434 

234, >62 

Yugosla^via 

>933 

Artisan enterprises 

■42,304 

(275,000) 

Bulgaria . 

1931 

Artisan enterprises 

69,232 

■34,932 

Greece 

■939 

Small industries^ 

70,644 

■ 45 , 39 f 


^ Employing fewer than 5 persons. 
Some: National Statistics. 


Output of Electricity 
(Year: 1937) 



In Million 
k.w.h. 

Per Head of 
Population 
( k.w.h.) 

Poland .... 

3,356 

97 

Czechoslovakia. 

4,000 

267 

Austria .... 

3,000 

448 

Hungary .... 

1,080 (1938) 

1 18 

Roumania 

■,077 

55 

Yugoslavia 

9>2 

60 

Bulgaria .... 

N.A. 

N.A. 

Greece .... 

243 

35 


Some: National Statistics* 













Imports of Overseas Raw Materials 
(Net imports, 1935) 



♦ Exports. 

Compiled from Europe’s Trade, League of Nations, 1941. 
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Tonnage op Merchant Fleet 


(Year; 

1939)- 


Gross Tons 

Greece . 

1,890,000 

Yugoslavia 

410,000 

Poland 

112,000 

Roumania 

108,000 

Bulgaria . 

^7 >500 

Hungary . 

10,000 


Source: National Statistics. 


Note: The bulk of the Greek, and the greater part of the Yugoslav, merchant 
fleet consisted of tramp steamers plying between foreign ports. The average age 
of these vessels was about 25 years. 

The Greek fleet suffered heavy losses during the invasion of Greece. In 1942 
the remaining total tonnage was estimated at 930,000 tons. 


External Traffic of Four Danubian Countries (In thousand tons) 



Imports 

Exports 

Hungary 

Rail 

Danube 

Road 

Rail 

Danube 

Road 




■■■■■ 



•935 ■ 

•.752 

844 

190 

•.295 

295 

47 

1936 . 

2,081 

938 

239 

•,484 

556 

38 

•937 • 

2,467 

704 

243 

•.755 

644 

35 

•938 . 

2,229 

578 

•77 

1,300 

535 

33 

Roumania 

Rail 

Danube 

Sea 

Rail 

Danube 

Sea 







•935 • 

•75 

104 

254 


1,488 

6,664 

•936 . 

268 

93 

269 

•.357 

1,688 

7.504 

•937 • 

310 

III 

288 

1.859 

•.5I4 

6,464 

1938 . 

369 

III 

34^ 


•,272 

4.973 

Yugoslavia 


i 





•935 • 

188 

291 

502 

1,208 

438 

•.883 

1936 . 

I2I 

349 

50^ 

•.075 

584 

1.209 

•937 • 

129 

385 

5o^ 

1,869 

1,063 

1.625 

1938 . 

209 

435 

626 

1,610 

635 

•.457 

Bulgaria 







•935 • 

29 

•29 

118 

75 

45 

207 

1936 . 

38 

•39 

106 

76 

181 

3^2 

•937 • 


158 

130 

100 

221 

366 

1938.. 

60 

•79 

•43 

•45 

III 

844 


Somu SUd^Ost Economist, Budapest 
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Hi 




mi 


Source: Traffic returns of International Danube Coi 





Commercial Fleets on the Danube 
(Spring 1940) 
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* Metric Tons. 

Source: Affaires Danubiemus, quoted in South-Eastern Europe, Royal Institute of International Affairs, 1940. 
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Railway Roluno Stock 

(Year: 1937) 



Engines 

Goods Wagons 

In 

Thousands 

Number 

PER 100 KM. 
OF Track 

In 

Thousands 

Number 
PER 100 KM. 
OF Track 

Poland .... 

5-8 

28.4 

160.0 

784-3 

Czechoslovakia . 

4.7 

30.3 

96.6 

623.2 

Austria .... 

2-7 

32-9 

36.0 

439-0 

Hungary .... 

1.8 

20.7 

40.8 

468.9 

Roumania. 

3-6 

30-3 

57-6 

484.0 

Yugoslavia 

2-5 

24-5 

58.4 

572.6 

Bulgaria .... 

0.6 

18.2 

II. 2 

339-4 

Greece .... 

0.4 

14.8 

8-5 

314.8 


Source : National Statistics. 


Estimated Fixed and Variable Costs for Railways, Artificial 
Waterways, Road Transport and Air Transport 

(As percentage of total cost) 


Means of Transport 

Fixed Costs 

Variable Costs 

Inter- 

est 

Depre- 

ciation 

Opera- 

tion 

Total 

Trans- 

port 

Costs 

Proper 

Others 

Total 

Railways 

15 

‘5 

31 

61 

17 

22 

39 

Artificial Waterways 

28 

7 

9 

44 

28 

28 

56 

Road Transport 

8 

23 

12 

43 

41 

16 

57 

Air Transport. 

6 

26 

18 

50 

30 

20 

50 


Source; C. Pirak, Verkehnprobleme der Gegenwart. Vetkehrsltclmitcki Wodu, 
aStb August and 4th September, 1939. 


























Family Budgets at Varying Levels of Inc9me^ 
A. Expenditure on consumption 


H9 



* Butter included with fats and oils. 































. Changing consumption patterns with rising level of income 
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Source: I.L.O. Year Book 1942. 
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Retail Trade According to Products (Based on number of firms) 
A. Poland 


Foodstuffs 

% 

57-3 

Clothing 

20.4 

Building materials and fuel 

4-5 

Iron and metal goods .... 

3.6 

Chemical products 

3-3 

Furniture, household goods 

2.6 

Paper, books, periodicals .... 

2.2 

Miscellaneous ...... 

6. 1 


Source: Concise Statistical Year Book of Poland. 


B. Roumania 



Bucarest 

District 

Oltenia 

(Mainly 

Rural) 

Food products .... 

% 

57-2 

% 

64.7 

Drugs and chemical products . 

2.3 

1-5 

Books and stationery 

2.4 

0.8 

Textiles 

7-7 

12.7 

Leather goods .... 

2.6 

2.6 

Timber, wood and building materials 

3-0 

2.1 

Ironware, household goods, etc. 

5-1 

2.6 

Miscellaneous .... 

19-7 

13.0 


Source: Argus, Bucarcst. 


C. Bulgaria (Location and products) 



Total 
Number 
OF Firms 

Per 10,000 
In- 

HABITANTS 

Firms 

IN 

Towns 

Per 10,000 
In- 
habitants 

Firms 

IN 

Villages 

Per 10,00c 
In- 
habitants 

All trades 

40,888 

67 

22,655 

1 14 

>8,233 

37-9 

Agricultural products 

57241 

8.6 

2,957 

23 

2,284 

4.8 

Fuel 

1,475 

2.4 

I,I 2 I 

8.6 

354 

6.7 

Ironware . 

1,039 

‘•7 

977 

7-5 

62 

O.I 

Glassware and china . 

453 

0.7 

398 

3 -> 

55 

0 . I 

Woodware 

•45 

0.2 

141 

I . I 

4 

O.OI 

Textiles . 

2,085 

3-4 

I, 5 J 2 

>>•5 

573 

1.2 

Leather goods . 

320 

0-5 

310 

2.4 

10 

0.02 

Foodstuffs 

4,087 

6.7 

2,480 

19. 1 

1,607 

3-4 

Dressmaking . 

2,042 

3-3 

1,917 

14.8 

>25 

0-3 

Chemists’ shops. 

701 

1. 1 

583 

4-5 

1 18 

0.2 

Paper 

1,634 

2.7 

>,475 

>>•3 

>59 

0.4 


Source: Bulgarian Statistical Year Book. 
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Measures of State Intervention in Marketing 
(S ituation in 1937) 

Note: The immediate cause of Government intervention in the 
sphere of distribution was the world agricultural crisis, and most 
measures were taken with the primary object of protecting the 
producer from the disastrous effects of the price slump. The present 
list gives only those measures affecting marketing proper, as distinct 
from price-fixing at the production end, subsidies and output 
restrictions. 

Poland. 

Wholesale and retail prices were fixed for cereals, meat, milk, 
lard and butcher’s pork. 

To promote orderly marketing, loans were granted on special 
terms against warehoused stocks of corn, hops, flax fibres, etc. 

The National Industrial & Cereals Company (an official organisa- 
tion) held the sole right of exporting the wheat surplus and had also 
a certain part in regulating the distribution of grain on the internal 
market. 

Czechoslovakia. 

The Czechoslovakia Grain Company held a monopoly for buying 
and selling home-grown grains and for importing and exporting 
wheat, rye, barley, oats, maize and most kinds of fodder. The 
C.G.C. was a semi-public corporation. It was registered as a joint 
stock company, the share capital of which was subscribed as follows: 
40% by the agricultural co-operatives, 20% by the consumers* 
co-operatives, 20% by the Association of Flour Millers, and 20% 
by representatives of private trade interests. The Chairman of the 
company was appointed by the Government. 

A milk marketing scheme was introduced in 1934 when a Govern- 
ment decree fixed prices for the producer, wholesaler, distributor 
and retailer. In 1937 a price equalisation fund was established for 
eggs. 

In 1932 a monopoly was granted to a syndicate of importers for 
the import of dairy produce, eggs, cattle, meat, lard, animal fats, 
bacon and ham. 

Hungary. 

State monopolies, operated through the co-operative organisation, 
were in existence for the export of grains, the internal marketing 
and export of home-grown wool, and the export of butter, lard 
and other produce. The storage and marketing of wine was under 
State control. 

Milk and cattle marketing for supplying the Hungarian capital 
was regulated by a special scheme. 
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Yugoslavia. 

The Prizad Company, founded in 1930, exercised supervision 
over the marketing of wheat and maize, for which it fixed prices 
and allocated export quotas. From time to time the Company 
made intervention purchases on behalf of the Government and 
marketed surplus stocks abroad. The majority of the share capital 
in the Company was held by the State, the balance being distributed 
among co-operative societies and private traders. 

An organisation for the control of livestock exports was run on 
similar lines. 

Roumania. 

The marketing of wheat was under the control of a Government 
organisation which had authority to fix prices, to buy stocks and 
to effect sales abroad. 

Special marketing schemes were in operation for the export of 
certain animal products. 

Bulgaria. 

The Office of Grain Export was organised by the Government 
about 1926 for the purchase of the marketable output of wheat at 
fixed prices, the marketing of the export surplus and sales for 
domestic consumption. 

The Export Institute had, among other things, the function of 
supervising the grading of exported produce and providing in- 
formation on foreign markets. 

Greece. 

The Government controlled the assembly and import of wheat, 
which was re-sold to millers for processing. 

A semi-official organisation undertook the warehousing and 
orderly marketing of wine crops. 

Control was exercised over the marketing of citrus fruit and figs, 
through the medium of compulsory growers’ associations. 

Distributive margins were fixed for certain articles of prime 
necessity. 


Compiled from various sources. 
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Co-operative Societies Engaged in Distributive Activities (Year: 1937) 
A. Agricultural Co-operative Societies 



Co-operative 

Credit Societies 

Non-Specialised 

Supply and Sale 
Co-operative Societies 


No. OP 
Societies 

No. OF 
Members 

Sales 
Swiss Fr. 

No. OF 
Societies 

No. OF 
Members 

Sales 
Swiss Fr. 

Poland 

3.736 

816,007 

(000) 

3,573 

437,836 

(000) 

167,479 

Czechosl. . 

6,080 

1,440,784 


1.475 

333,597 

257,225 

Austria 

1.839 

315.535 

— 

*43 

N.A. 

■ N.A. 

Hungary . 

1,008 

421.507 

— 

1,482 

636,000 

82,267 

Roumania . 

4.638 

905,420 

— 

•,699 

198,830 

N.A. 

Yugoslavia 

4.283 

414.645 

2,840 

2,183 

197,717 

2,845 

Bulgaria . 

1.899 

• 216,538 

16,739 

1,524 

175,808 

16,739 

Greece 

4.327 

193,901 

3.468 

758 

18,101 

54 


Specialised 

Marketing Co-operative 
Societies 

Co-operative 

Dairies^ 


No. OF 
Societies 

No. OF 
Members 

Sales 
Swiss Fr. 

No. OF 
Societies 

No. OF 
Members 

Sales 
Swiss Fr. 

Poland 

1.603 

644.715 

(000) 

80,417 

1,560 

642,118 

(000) 

75,019 

Czechosl. . 

1,104 

152.788 

52,172 

500 

89,786 

48,118 

Austria 

1,520 

N.A. 

N.A. 

N.A. 

N.A. 

N.A. 

Hungary . 

953 

110,462 

N.A. 

947 

1 10,462 

N.A. 

Roumania . 

207 

20,377 

N.A. 

— 

— 

— 

Yugoslavia 

1,021 

36,222 

2.842 

200 

1 7,081 

1,408 

Bulgaria . 

1 16 

26,448 

N.A. 

38 

2,939 

N.A. 

Greece 

863 

38,888 

6,125 

77 

843 

56* 


^ Included also in specialised marketing societiest * Total trade, 
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B. Consumers* Co-operative Societies 



Number 

OP 

Societies 

Number 

OP 

Members 

Trade 

Swiss Francs 

Total 

OP Balance 
Sheets 
Swiss Francs 

Poland. 

1.976 

373.516 

(000) 

98,710 

(000) 

26,499 

Czechoslovakia 

816 

805,544 

203,798 

88,885 

Austria 

222 

263,000 

67,963 

23,000 

Hungary 

3 

127,428 

30,040 

17,408 

Roumania . 

106 

29,063 

N.A. 

2,694 

Yugoslavia . 

138 

86,983 

i 9>409 

10,950 

Bulgaria 

•54 

84,449 

20,324 

7,270 

Greece . 

n.a. 

N.A. 

N.A. 

N.A. 


Source: International Labour Review, August-Septcmbcr, 1939. 


International Comparisons of General Price Level 
Average for period 1925-34 

(U.S.A. = ioo) 

Poland . . -52 

Czechoslovakia . *75 

Austria . . .64 

Hungary . . .86 

Greece . . . -53 

(Roumania, Yugoslavia and Bulgaria: no figures available; 
roughly estimated 66.) 

Source: Colin Clark, The Conditions of Economic Progress. 
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No figures available for Roumania, Yugoslavia and Greece. The food prices being converted to Swiss francs at official rates, 

make no allowance for invisible currency depreciations. 

Source: International Labour Office, International Ck)mparisons of Food Costs, Montreal 1941. 
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Colin Clark’s Estimates of (Real) National Income 



Period 

National 
Income in 
International 
Units^ 

Real Income 
PER Head of 
Working 
Population in 
International 
Units* 

Poland 


(000,000) 


1925-34 

3.430 

352 

Czechoslovakia . 


2,680 

455 

Austria 


1,613 

572 

Hungary . 

)> 

1,205 

359 

Roumania . 

1925-39 

1,471 

243 

Yugoslavia . 

'925-34 

1,352 

330 

Bulgaria 

)> 

524 

284 

Greece 

1924, 1929, 
'934 

922 

397 


^ “International Unit” is defined as amount of goods and services that could 
be purchased for |i in the U.S. over the average of the decade 1925-34. 

♦ The corresponding figures for Great Britain and the United States of 
America for 1925-34 are 1,069 ^ind 1,368 respectively. 

Some: Colin Clark, The Conditions of Economic Progress, London, 1940. 


Capital Accumulation in Bulgaria 

(In million leva) 



Companies 

AND 

CORPORATNS. 

Bank 

Deposits 

Insurance 

Reserve 

Funds 

Building 

Total 

1921-25 . 



— 

4,287 

10,211 

1926-30 . 

3,512 


361 

4,937 

14,485 

1931-35 • 

1,267 

194 

351 

5,178 

6,990 

1936-40 . 

796 

6,054 

324 

6,446 

13,620 


7,262 

16,160 

1,036 

20,848 

45,306 


16% 

36% 

2% 

46% 

100% 


Som$: Siid-Ost Economist, Budapest, January 2nd, 1940. 
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Investment Fluctuations in Poland 


(Index of Investment). 


1 

Credits 

FOR 

Building 

General 
Index of 
Investment' 

Volume of Construction 

General 

Index 

Dwellings 
(Transport 
of Lime) 

Other 

Constructions. 
(Orders for 
Steel) 


(000 Zl.) 








1928 

7.292 


100.0 


100. 0 

100. 0 

100.0 

1929 

3.814 


91.4 


84.1 


91-3 

76.8 

1930 

10,606 


64.8 


67-3 


73-3 

61.2 

1931 

4.518 


45-8 


43.6 


54.0 

33-2 

1932 

2,658 


33-2 


32.1 


42.6 

21.5 

1933 

2,540 


33-6 


39-0 


47.0 

30-9 

>934 

4,360 


38-7 


49-2 


56.5 

41 .8 

1935 

4,070 


45-7 


55-4 


58.2 

52.6 

1936 

3,088 


55-5 


62.9 


67.4 

58.4 

■ 



Machinery Investment 


Railway Investment 








(Construction 








of Railways & 


General 

Industrial 


Agricultural 

Production 

■ 

Index 


Machinery 

Machinery 

of E^^uipment) 

1928 

100. 0 

100. 0 


100. 0 


100. 0 

1929 

94.0 

98.5 


76.2 


103.4 

1930 

60.9 

65.1 


43-9 



63-7 

i 93 > 

385 

42.7 


21.8 



57-5 

1932 

24.2 

27.8 


8.8 



44-5 

1933 

22.7 

25.8 


10.3 



33-8 

1934 

26.7 

30.5 


II .4 



29.8 

1935 

31.8 

36.0 


15.0 



39-8 

1936 

40.5 

45-4 


20.6 



54-3 


^ The General Index of Investment is a weighted arithmetic average of building 
activity, railway investment, and machinery investment. 


WEIGHTS 
Building Activity 

Dwellings 25 

Other Constructions . *25 

Railway Investment . . 25 

Machinery Investment 
Industrial Machinery . . .20 

Agricultural 5 


100 


Some: Polish Institute for Business Research, BulleHn No, /, 1934. 
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Currency, Deposits and Savings 

(In millions of national currency) 



Note 

Circulation 

Token 

Coins 

Commercial 

Bank Deposits 

Savings Bank 
Deposits 

Poland 





1931 • 

1,220 

240 

985 

1,467 

1934 • 

981 

384 

952 

1,795 

1937 • 

1,059 

438 

1,359 

2, 1 68 

CZECHOSL. 

1931 • 

7,679 


24,986 

48,031 

1934 • 

5,640 

377 

24,149 

45,724 

1937 • 

6,902 

595 

24,690 

47,646 (1936) 

Austria 





•931 • 

',183 

98 

(a) 1,691 (1932) 

1,805 

1934 • 

964 

109 

(«) 1,372 

1,938 

1937 • 

944 

125 

(a) 1,307(1936) 

2,102 (1936) 

Hungary 





1931 • 

423 

66 

2,909 

533 

1934 ■ 

381 

70 

2,100 

364 

1937 • 

466 

79 

2,352 

358 

Roumania 





1931 • 

23,750 

2,653 

(a) 30,206 

5,364 

1934 • 

22,307 

3,599 

(a) 18,284 

5,942 (1933) 

1937 • 

29,391 

4,748 

(a) 21,882 

— 

Yugoslavia 





1931 • 

5,172 

161 

11,733 

3,283 

'934 • 

4,384 

994 

8,060 

4,680 

1937 • 

5,834 

840 

7,311 

7,289 

Bulgaria 





'93' • 

2,919 

710 

4,847 

( b ) 1,268 

1934 • 

2,449 

1,287 

3,230 

(*) 2,024 

1937 • 

2,569 

1,253 

3,336 

(i) 2,858 

Greece 





1931 • 

4,003 

309 

12,712 

3,101 

1934 • 

5,686 

348 

14,264 

4,933 

1937 • 

6,776 

384 

16,686 

5,979 


(a) Including correspondents* accounts. {b) Post Office Savings Bank only. 

Source: Statistical Year Book, League of Nations 









Deposits at Various Types of Credit Ii 
(In millions of national currency) 


i6o 
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^ Trust or Finance Companies. 

Source: Morutary Revievu, 1939, League of Nations, and other Leagfue of Nations publicatio 







Public Debt and Debt Service 
ear: 1937 or financial year 1937-38) 
(In millions of national currency) 
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Interest and redemption figures for Bulgaria are for 1938. 
Source: Statistical Year Book, League of Nations. 
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Increase in Internal Debt, 1933-37 
(In millions of national currency) 



m 

Funded 

Debt' 

Floating 

Debt 

Total 

Poland . 


450 

90 

540 


1937 

',448 

417 

',865 

Czechoslovakia 

1933 

23,314 

4,439 

27,753 


'937 

28,015 

8,590 

36,605 

Austria 

1933 

',047 

94 

1,141 


1936 

1,412 

'75 

1.587 

Hungary 

'933 

138 

281 

419 


1937 

106 

478 

584 

Roumania 

'933 

16,805 

2,501 

19.306 


'937 

33.094 

1,501 

34.595 

Yugoslavia . 

'934 

7.594 

600 

8,194 


'937 

8,839 

4,920 

13.759 

Bulgaria 

1933 

5.582 

942 

6,524 


1937 

6,284 

1,902 

8,186 

Greece . 

1933 

10,037 

503 

'0,540 


'937 

".263 

1,225 

12,488 


Source: German Statistical Year Book, International Section, 
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Consumption Articles Subjected to Excise or State Monopoly 

(Year: 1935) 



Excise 

State 


Duty 

Monopoly 

Poland 

Sugar 

Salt 


Yeast 

Tobacco 


Mineral Oil 

Spirits 


Beer 

Wine 

Matches 

Czechosl. 

Sugar 

Salt 


Beer 

Tobacco 


Spirits 

Coal 

Yeast 

Matches 

Austria 

Sugar 

Salt 


Beer 

Wine 

Spirits 

Petrol 

Tobacco 

Hungary 

Sugar 

Salt 


Beer 

Mineral Oil 
Matches 
Electric Light 

Spirits 



Excise 

State 


Duty 

Monopoly 

Roum. 

Sugar 

Alcohol 


Wine 

Tobacco 


Beer 

Matches 


Yeast 

Oil Products 
Cement 

Flour 

Vegetable Oil 
Electric Bulbs 

Salt 

Yugo. 

Sugar 

Salt 


Beer 

Tobacco 


Wine 

Kerosene 


Spirits 

Oil Products 
Electric Light 

Matches 

Bulgaria Coal 

Tobacco 

Salt 

Spirits 

Beer 

Wine 

Matches 

Greece 

Tobacco 

Matches 


Alcohol 

Petrol 


Wine 

Malt 

Gas 

Electric Current 

Salt 


Compiled from Public Finance, League of Nations, 1938. 






Distribution of Combined Central and Local Government Expenditure 

(In millions of national currency and as p>ercentage of total expenditure) 

(Year: 1937 or nearest) 
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Compiled from German Statistical Year Book, International Section 
(For various qualifications regarding comparability of figures, see chapter VI). 
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Monetary Movements since 1937 
(In millions of national currency) 

I. Note Circulation. II. Commercial banks, deposits. 
III. Savings banks, deposits. 



^ September 1939 * Bohemia and Moravia* 5 = Slovakia 

® From 1939 Post Office Savings Bank only ^ March 1941 

Compiled from League of Nations publications and various newspapers. 












